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6. DEPOSTTIONS 


Depositions Plaintiff Intends to Offer 


The plaintiff intends to offer in evidence at the 


trial portions of the following depositions: 1) John P. Glynn, 


29 Tmothy-.T.-Doy,- 3) Alan McDowell, 4) Arthur Bettaver, 
‘| 5) The complete deposition of Herbert Allen, Jr. conducted by 


' the plaintiff. 6) Pages 243 to 257 of the depositions of 


Herbert Allen, Jr. conducted by the SEC. 

The foregoing depositions will be offered in evi- 
dence against all of the defendants in the present trial. 
Complete copies of all of said depositions, except for item 5, 
have been delivered to each of the defendants in the present 
case. Those portions of the depositions which plaintiff intends 
to offer in evidence have been underlined. 


Depositions Defendants General Host, Ashton, Alden, Binns, 
Hamilton and Scott Intend to Offer 


In the event that plaintiff offers in evidence 
at the trial portions of the depositions of John P. Glynn and 
Timothy T. Day previously designated by him, the following addi- 
tional portions of those depositions will be offered into evi- 
dence by defendants Host, Ashton, Alden, Binns, Hamilton and 
Scott. 

Complete listings of the pages and lines of those 
portion. of said vicpositions which defendants may choose to 


offer are as follows: 


Glynn Testimony 


Page Lines 
49 3-9 

50 2-9 

98 9-21 

HPSSrt a nat Ie sit ek Sikes ne . 15-17 — 

435 24-25 
136 1-25 
137 1-5 


Day Testimony 


From Through 
p. 51, line 9 p. 52, line 24 
p. 54, line 9 p. 56, line l 
p. 64, line 25 p. 65, line 20 
p- 73, line 10 p. 73, line 13 
p. 75, line ll p. 75, line 17 
p. 88, line 24 p. 89, line ll 
p. 90, line 5 p. 92, line 2 
p- 99, line 15 p. 101, line 8 
p- 103, line 3 p. 103, line 16 


Depositions Defendants Allen & Co. and Allen, Inc. Intend to 
Offer 


If plaintiff reads into evidence the portions of 
the deposition transcripts of John P. Glynn, Timothy T. Day and 


Alan McDowell designated by him, defendants Allen Inc. and 


Allen & Company will request, pursuant to. FRCP 32 (a) (4), that 


| 
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| 


plaintiff be directed to read into evidence the portions of 


| 


Said depositions underlined in red in the transcripts submit ted 


_ herewith, the defendants Allen Inc. and Allen & Company prc- 
| serve the objections stated in the portions of the transcripts 
“dosignated by the parties to be read into evidence and such 
‘ Objections as may be raised at trial under FRCP 32 (b). 

Defendants Allen Inc. and Allen & Company have not 
designated portions of the deposition of Herbert A. Allen con- 
ducted by plaintiff on February 12, 1975 because plaintiff has 
indicated an intention to read that entire deposition into 
evidence. Defendants Allen Inc. and Allen & Company preserve 
the objections stated in that deposition and such objections 
as may be raised at trial under FRCP 32 (b). 

Defendants Allen Inc. and Allen & Company object to 
plaintiff's reading inté evidence any portion of the deposition 
of Arthur Bettauer. Neither Arthur Bettauer nor his employer 
Price Waterhouse is a party to this action and, therefore, the 
reading of his deposition testimony into evidence is not 
authorized under FRCP 32 (a)(2). In addition, the c: <cum- 
stances are not such as would permit the reading into evidence 
of Mr. Bettauer's deposition testimony under FRCP 32 (a) (3). 

Defendants Allen Inc. and Allen & Company preserve 
the objections stated in the portion of the SEC deposition of 
Herbert A. Allen designated by plaintiff and such other objcc- 


tions as may be raised to such testimony at trial under 


FRCP 32 (b). 
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Defendants Allen Inc. and Allen & Company intend to 


offer into evidence at trial the portions of the deposition 
ef the plaintiff Alan L. Spiclman underlined in red in the 


transcript submitted herewith. 


7. EXITS JA 686 


The exhibits cach party now expects to offer at 
the trial are as follows: 

A. Stipulated Fxhibits of Plaintiff: 

The parties have stipulated that the following 
exhibits which plaintiff expects to offer are authentic, 
that each document purporting to be mailed was mailed to 
the persons indicated thereon, that each document purporting 
to be published was published on the date indicated and 
that each party waives objections under the best evidence 
rule but each party reserves all objections based on 
materiality and relevance. 


1. Accounting Research Bulletin No. 51 
dated August 1959 


2. General Host's 1968 report to stockholders 


3. Conformed copy of General Host Corporation, 
note purchase agreement, dated August 2, 
1968, relating to 5 percent convertible 
subordinated notes due June 15, 1988 


Confidential memo from Ned Patterson to 
Herbert A. Allen dated August 6, 1968 


©. Article from the Wall Street Journal dated 
September 10, 1968, from Price Waterhouse's 
file 


6. Letter from Allen Inc. by Charles Lob to 
Mr. M. Frank Cummings, vice president and 
comptroller of General Host, dated September 9, 
1968 


qe Renumbered - Document 56, below. 


8. Document entitled "Confidencial Report on 
Armour & Company" 


9. 2 page document dated 12-2-68 to members of 
Corporate Long Ranye Planning Revicw Group 
from J. N. Bonne 


10. 


ll. 


12. 


13. 


14. 


15. 


16. 


17. 


18. 


19. 


20. 


21. 


22. 


23. 


26. 
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Photocopy of memorandum dated December 9, 1968 
from Price Waterhouse to General Host Corporation 


) page document entitled “General Host Corp. 
Confidential Time Table" 


1 Photocopy of document entitled “General Host 
Corp. Proposed Financing Plan" 


One-page work puper, bearing on top “Prepared 
by Allen & Co. on 12/6 or 12/7 for decision 
as to pricing bond rate, term, et cctcra 
(basic terms)" 


Work paper bearing the writing on top, 
“Determination of value of warrants" 


Letter from Alan S. McDowell to John P. Glynn 
dated December 20, 1968 


General Host's preliminary S-1 Registration 
Statement filed with the SEC on December 30, 
1968 


Amendment No. 1 to the December 30, 1968 
S-l1 Registration Statement 


Letter from John P. Glynn, comptroller of 
General Host to SEC dated January 6, 1369 


Two-page memo dated January 13, 1969, headed 
“Armour & Company, Memorandum for the Files" 


General Eost's Notice of Special Meeting of 
Shareholders to be held January 20, 1969 and 
Proxy Statement dated December 27, 1968 


Record on Appeal in U.S. Supreme Court of 
proceedings in the United.States District Court 
for the Northern District of Illinois in the 
matter of United States of America v. Swift 


and Company, ct al., civil action no. 


58 C 613, dated January 21, 1969 


Report by Laird Incorporated to General Ilost 
dated January 29, 1969 


Prospectus dated January 30, 1969 of General 
Host Corporation 


4 page document dated 1-30-69 to H. J. Ashton 
from T. T. Day 


Deposition of Alan S. McDowell taken on January 
31, 1969 in Armour & Co,, ct al v. General Mont, 
et oad 


Transcript of testimony of John W. Mick given 
before tudqe Weinfeld on February 5, 1969 in 


27. 


28. 


29. 


30. 


31. 


33. 


34. 


iF 


36. 


37. 


38. 


39. 


ai 40. 


4). 


Armour & Co., ot al v. General Host, et al 
Transcript of the testimony of Jolin W. 
Zick given beSore the Jllinois Securities 
Division on February 7, 1969 


Transcript of hearing testimony of Arthur 
Bettaucr given be#dOre the lllinois Securitics 
Division on February 7, 1969 


Affidavit consisting of four payes, with an 
attached list of Tables of John Zick 


Photocopy of memorundwu forthe 73 Le. re 
General Host Corporation dated February 1l, 
1969 


Proof of an advertiscment printed by General 
Host with respect to its exchange offer progress 
for Armour & Company securities, dated 

February 12, 1969 


Proof of an advertisement printed by General 
Host with respect to its exchange offer 
progress for Armour & Company securities, 
dated February 13, 1969 


Photocopy of memorandum of hearing before 
the Kentucky Division of Securities dated 
February 14, 1969 


Transcript of Mr. McDowell's testimony given 
before the Illinois Securities Division on 
February 19, 1969 


Transcript of the hearing testimony of John P. 
Glynn given before the Illinois Securities 
Division on February 19, 1969 


Photocopy of memorandum on stockholders 
meeting of General Host Corporation dated 
March 27, 1969 


Three-page document, the first page of 
which is headed "File: Armour" 


Three~page memorandum dated April 2, 1969, 
headed at the top, “Armour & Company, 
Memorandum for the Files" 


Document which is summary of bonds which 
were outstanding in February 1969 which 
were considered to be comparable to the 
General Hest securities which were ‘*eing 
offered in exchange for the Armour securi- 
ties 


Copy of newspaper article dated May 18, 
1970 with the headline, “1969 Loss Listed 
by Seneral Host" 


General Host's 1969 Annual Report 


42. 


43. 


44. 


53. 


54. 


ee b 
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General Host's form S-1 filed with the 
SEC on June 19, 1970 


Document on yellow paper bearing the writing, 
"Convertible preferred stocks, Kalb Voorhis- 
9/15/69" 


Publication of Kalb Voorhis, dated 
September 15, 1969 


Yellow sheet of paper, bearing on the top, 
“Warrants, Kalb Voorhis, 9-15-69" 


Decument entitled “Warrant value, Kalb 
Voorhis, September 15, 1969" 


Draft of letter dated September 25, 1969 
Le og ated oe pe ber -25,)19697 aeseonet 
to-the — of wu pirestors Gener Host__ 
Panaman a xox copy 


Group of documents on yellow sheets, 
marked as a group 


Six pages dated October-i5, ]969, addressed 
to-the Joard of pi reetor _, Gene L HOEt 


“Cores ration, on Bite n &C@6mpany, Incorporated. 


let tds rhéad 
General Host's 1970 Annual Report 


Pages 2,799 through 2,807 of SEC Institu- 
tional Investors’ Study 


Learned treatises and other standard works 
used in arriving at Interest Coverage 
formulations 


Various accounting material dealing with 
question of the propriety of consolidating 
financial statements, the tax consequence 
of consolidation and cash flow analyses 


B. Other Exhibits of Plaintiff: 


55. 


SY 


y9 


Allen Inc. and Allen & Co. answers to the 
first set of Interrogatories of the SEC 
action 73 Civ. 275 (EW) and in particular, 
the answers to Interrogatories No. 1 (a) 

(b) (c) (dad) (e) and (f), No. 2, No. 3, No. 4, 
No. 5, No. 6, No. 9, No. 11, No. 14, No. 17, 
No. 19, No. 142, No. 143, No. 144, No. 145, 
No. 146, No. 150 and No. 180 


Copy of Price Waterhouse & Co. memorandum 
dated November 22, 1968. 
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C. Stipulated Exhibits of Defendants: 

The parties have stipulated that the following exhibits 
which Defendants expect to offer are authentic, that cach docu- 
ment purporting to be mailed was mailed to the persons indicated 

; thereon, that cach document purporting to be published was pub- 
—_ ished on the da‘ indicated and that each party waives -objecc- 
' tions under the best evidence rule but each party reserves all 

objections based on materiality and relevance: 


A-l. Certificate of Incorporation of Armour filed December 24, 
1947. 


A-2. Appendix A to Certificate of Incorporation, dated April 
20, 1965. 


A-3. By-laws of Armour, as amended May 2, 1968. 
A-4. Armour, Annual Report 1968. 

A-5. Armour, Annual Report 1969. 

A-6. Armour press release, dated October 3], 1968. 


A-7. List of banks to which Armour press release, dated 
October 31, 1968, was sent. 


A-8. Article, Wall Street Journal, dated November l, 1968, 
concerning a motion filed by Armour in U. S. District 
Court, Chicago, Illinois, to clarify the intentions 


of General Host. 


A-9. Letter, dated November 12, 1968, to Harry J. Volk, 
President of Union Bank, Los Angeles, from J. Speer, 
Vice President and Treasurer of Armour. 


A-10.Letter, dated November 25, 1968, from Sullivan & Cromwell 
to the fecurities and Exchange Commission. 


A-ll.Letter, dated December 10, 1968, to Philip A. Loomis, Jr., 
General Counsel, SEC, from Kirkland, Ellis, Hodson, 
Chaffcetz & Masters, by Elmer W. Johnson, re General Ilost 
Corporation and Armour and Company. 


A-12.Letter, dated December 12, 1968, from the SEC to Armour 
attorneys. 
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A-13. Letter, dated December 16, 1968, from Kirkland, Ellis, 
liodron, Chaffctz & Masters, by Elmer W. Johnson, to 
Philip A. Loomis, General Counsel, SEC, re General Host 
Corporation and Armour and Company. 


A-14. Letter, dated December 16, 1968, to Donald W. Campbel], 
Vice President, Continental lllinois National Bank & 
Trust Company of Chicago, from J. Speer, Vice President 
and Treasurer of Armour, and 14 other identical letters 
to banks, marked “14A" through "14N". 


A~1L5<S ProeE Of General H6St proxy statement dated December 16, 19€ 


A-15(1) General Host announcement of exchange offer dated 
December 23, 1968. 


A-16. Article, Wall Street Journal of December 24, 1969, concernin 
General Host exchange offer. 


A-17. Proxy statement of General Host, dated December 27, 1968. 


A-18. Form S-1 Registration Statement, filed December 30, 1968 
with the SEC, to register warrants, debentures and common 
stock being issued in connection with the exchange offer. 


A 19. Exhibits to Form S-1l Registration Statement, filed Decembe, 
30, 1968 with the SEC. 


A-20. Article, Wall Streec Journal of December 31, 15968, concern~ 
ing Armour criticism of General Host exchange offer. 


A-z1. Memo from Sullivan & Cromwell to the SEC, dated January 2, 
1969. 


A-22. Letter from Sullivan and Cromwell to SEC, dated January 6, 
1969. 


A-23. Letter, dated January 6, 1969, re General Host Corp. ~ 
Armour and Company, from Kirkland, Ellis, Hodson, Chaffetz 
& Masters, by Elmer W. Johnson, to Ma:*k Borten, SEC. 


A-24. Supplement, dated January 9, 1969, to proxy statement of 
General Host of December 27, 1968. 


A-25. Advertisement appearing in the Wall Street Journal, 
January 9, 1969, prepared by Armour, opposing General 
Host exchange offer. 


A-26. Letter, dated January 9, 1969, from Armour to its stock- 
holders. } 


A-27. Additional supplement dated January 14, 1969, to General 
Host proxy statement of December 27, 1968. 


A-28. Letter, dated January 17, 1969, from the SEC to Armour 
attorneys. 
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| 

} A-29. Proxy statement of Armour, dated January 17, 1969, to 

sharcholders of record of January 7, 1969, 

1) 

j A-30. Letter dated January 18, 1969 from Joseph McLaughlin 

of Sullivan & Cromwell to R. M. Mett, Office of the 

Comission of Sccurities, Madison, Wisconsin, re: 

} "Host Filing in Wisconsin of Application for Qualifica- 
tion of Certain Securities of General Nost Corporation". 


) A-31. Article, Wall Street Journal of January 22, 1969, concern- 
ing the denial by Federal Court of the Justice Depart- 
ment's request for a ténporury restraining -order-barring 
the exchange offer. 


from Elmer W. Johnson, Kirkland, Ellis, Hodson, Chaffetz 
& Masters. 


] 
r 
' Aw32. Letter to Mark Borten of the Sic, dated January 23, 1969, 


A-33. Letter dated January 23, 1969 from Margaret D. Merli of 
Sullivan & Cromwell to Gregory D. Buckley, Securities 
Commissioner, Ind_anapoJis, Indiana, re: “General Host 
Corporation - Armour & Co. Exchange Offer", and 47 

’ identical letters to other state Blue Sky Commissioner: 
marked 33(A)-33(UU). 


| A-34. Letter from Sullivan & Cromwell to the SEC, daccd 
| January 24, 1969. 


A~-34(1) - Article, New York Times of January 24, 1969 concerning 
Armour suit. 


A-35. Tender offer of Greyhound Corp. for common stock of 
Armour, dated January 27, 1969. 


A-36. Article, Wall Street Journai of January 27, 1969, con- 
cerning the General Host exchange offer. 


A-37. Letter, dated January 27, 1969, from Armour to its stock- 
holders, transmitting tender offer of Greyhound Corp. 


A-38. Letter dated January 27, 1969 from Joseph McLaughlin of 
Sullivan & Cromwell to MacDonald Gallion, Securities 
Commissioner, Montgomery, Alabama, and 1] other state 
Blue Sky Commissioners, marked 38(a) through (K). 


A-39. Letter dated January 27, 1969 from Joseph McLaughlin of 
Sullivan & Cromwell to James L. McKenna, Chief, Bureau 
of Securities, Newark, New Jersey, and two other identical 
letters to state Blue Sky Commissioners marked 39(A) and 


(B). 


A-40. Telegram dated January 27, 1969 from Joseph McLaughlin of 
Sullivan & Cromwell to Stanley R. Hays, Securitics Com 
missioner, Denver, Colorado, re: "General Host Corpora- 
tion Exchange Offer to Common Stockholders of Armour & 
Co.", also addressed to four other state Blue Skv 
Commissioners. 


A-4 


| 
“—-* 


A-44., 


A-46. 
A-47. 
A-48. 
A-50. 
A-51. 
A-52. 
A-53. 
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Letter « ted January 28, 1969 from J meph McLaugh) n of 


Sullivun & Cromwell to (¢ ude Keeler, Jr., Darector ol 
fecuritaes, Phoenix, Arivona, re; "General Host Cor 

poration Exchang Offer t Common Uteckholdern of 

Armour & Co.", and 9 oth iden lette) to str 


Bluc Shy Commissioners, |} 


The feollowing court papers in Armour & Co., ect al. 
v. General Host Corporation, et al. (G9 Civ. 279): 


(A) Complaint as f3 1 January 23, 1969. 

(B) Transcript of hearing held befor 
Judge Weinfeld on Yebruary 5, 1969. 

(Cc) Opinion of the Court dated F bruary 7, 
1969 as reported at 296 F.Supp. 470. 


(D) Affidavit of John P. Glynn dated Febru 
ary 1969. 


Article, Wall Street Jou 1 of January 24, 1969 con 
cerning the filing of a t by Armour to block Gene) i] 
liost's tender offer. 


Advertisement, Wall Street Journal of Jd iy 28, 1969, 
announcing Greyhound tender offer. 


Article, Wall Street Journal, of January 26, 1969 cen 


cerning Greyhound's tender offer. 


Amendment No. 2 filed January 29, 1969, to Gene! 11 Host 
Form S-1 Registration Statement of De cember 30, 1968. 


Letter dated January 30, 1969 to Manue 1 F. Cohen, Chair 


man SEC, from Robert A. McDowell, Sull ivan & Cromwell. 


Memorandum of General Host Corporation, “Computation 
of Status under §3(a)(3) of the Investment Company Act 
of 1940", as received by the SEC on January 30, 1968. 


Dealer Manager Agreement between Allen, Inc. and Kleiner, 
Bell & Co. Inc. and General Host dated January 30, 1969. 


"Comfort" letter of Price Waterhouse & Co, dated January 
30, 1969, delivered pursuant to §6B of | il¢ Manager 


Agreement between lost, Allen and Kleiner, Bell. 


SEC order dated January 30, 1969 declaring the Host 
Registration effective. 


Letter f1 Sullivan & Cromwell to SLC dated January 3l, 
1969. 


Article, Wall Street Journal, January 31, 1969, concern 


ing Greyhound's revised tender “ifer. 


A~586. 


A~-60. 


A-62. 


A-63. 
A-64. 
A-65. 
A-66 
A-67. 
A-68 
A-69 
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Advertisement, Wall treet Journal, January 31, 1969, 


announcing revised Creyhound otfcr. 
Letter dated January 31, 1969 from Greyhoun. to Armour 


stockholders concerning the revised offcr. 


Post-cf{foective Amendment No. 1 and exhibits thereto filed 
February 3, 1969 to General Host Corporation Form s-1l 
Registration Statement of December 30, 1968. 


Letter dated February 4, 1969 from Herbert A. Allen, 
Allen & Ce., to Harris J. Ashton. 


Letter from Sullivan & Cromwell to the SEC dated February 
6, 1969. 


Advertisement, Wall Street Journal, February 6, 1969, 
relating to Greyhound tender offer. 


Letter from Sullivan & Cromwell to SEC dated February 
7, 1969. 


Letter Opinion dated February 7, 1969 from Connolly. Bove 

& Lodge, Wilmington, Delaware Re: “Shareholder Prop< .*\ fox 
the Annual Meeting of Armour & Co. to be held February 21, 
1969. 


Article, Wall Street Journal, of February 7, 1969, concern- 
int?) legal moves taken by Armour in States to block Host's 
tender offer. 


Letter dated February 10, 1969 from Greyhoud to Armour. 


Supplement, dated February 10, 1969, to Armour's January 
17, 1969.proxy statement. 


Advertisement, February 10, 1969, prepared by Armour. 


Diary of Alan S. McDowell from December 1968 through 
February 1969. 


Article, We 1 Street Journal of February 11, 1969, concern- 
ing Creyhourd's extension of its tender offer and raise 
of offer to $72.00 


Letter dated February 13, 1969 from Greyhoud Food Management 
Inc. to Armour conmon stockholders. 


Telegram dated February 13, 1969 to Harold McCart, SIC, fror 
Hi. H. Borstclmann, Exchange Agent, First Jersey Pational 


Bank, giving total amounts of Armour shares ten ered to 


A-69(1) Order of Kentucky Securitics Commission dated February 


13, 1969 declaring tender offer offoective. 


A- 70. 
A-71 
A 7 2 . 
h- 73. 
A-74. 
A-75 
A-76 
A 7 te 
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Minutes of Annual Stockholders Mee t Of Armour 6 Co. 


held in Chicago on February 21, 196%. 


General Host Press Release dated Cune 24, 1969, announc- 


iny the ¢ ‘ { General Host's stock in Armour to Greyrc 
Article, New Yo: Times of June 25, 1969, concerning Hos 
proposed le < i Armour holdings to Greyhound. 

Article, Wall Street Journal of July 7, 1969 concerning 


] 
fication of the sale to Greyhound. 


Loan Agreement dated July 30, 1969 between General Host 


t 


ind. 


and ¢ tiner ] liinois National Bank & Trust Co. of 

Chi -ago 

“Composite copy of $28.7 million Subscript’on Agreement 
entered into between General Host Corporatioa and several 
banks in June 1969, as amended July 15, 1969 and August 
8, 1969." 

Press Release, September 11, 1969 concerning General Host 


%- 


Greyhound Agreement in princtr 
Press Release, Tuesday, October 28, 1969, prepared y 
General Host Corporation "General Host and Greyhound 


sign definitive contract for sale of Host's Armour stock 
to Greyhound,” 


A-77(1) written agreement between General Host and Greyhound 


A-78 

A-79. 
A-80. 
A-81. 
A-82. 
A-83. 


A-84. 


A~85. 


dated October 28, 1969. 


Proxy Statement of General Host Corporation dated January 


20, 1970, with respect to approval of sale of General 
Host's holding of Armour stock. 


Proxy Statemer’ of Armour, dated January 1970. 


General Host Interim Report for 12 weeks ended March 22, 
1969. 


‘General Host Corporation, Proposed Financing Plan", 
April 30, 1969. 


Minutes of Meeting of Board of Directors of Armour held 
on May 7, 1970. 


Press Release dated May 15, 1370, “General Host Confirms 
Sale of Armour Stock to Greyhound”. 


General Eoset Interim Renoort for 2d Quarter 1969. 


Prospectus of General Host dated June 10, 1971, 
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Complaint filed in sxc v. General Nest Corporation, et al. 
United States District Court, Southern District of New York 
73 Civ. 275. 


D. Other Exhibits of Defendants: 


A-87. 


A-88, 


Chart prepared by General Host - "General Host Pro Forma 
Statement of Cash Flow". 


Unexecuted Option Agreement between Greyhound Corporation, 
Greyhound Food Management, Ine. -and Ceneral-Host-Corpora- 
tion dated March-19,; -1969,= == 


{ 
} 
i 
i 
‘ 
? 
‘ 
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g, Defendant, Richard C. Pistell, adopts the above 
Stipulated facts and the issues stated on bchalf of defendants, 
General Host, Ashton, Alden, Burns, Hamilton, Scott, etc. 
2" péfendant -PisteLidess not presentiy-intend- tc efféer—in-evidenec 
at the trial of this matter any deposition transcripts, 
or portions thercof, but reserves the right to introduce and 
unless otherwise stated at the time of trial, will rely on 
such deposition transcripts or portions thereof, as may be 
introduced on behalf of Defendants, General Host, Ashton, 
Alden, Burns, Hamilton, Scott, etc.. Defendant Pistell does 
not presently intend to offer in evidence at the trial of 
this matter any documents, but reserves the right to intro- 
duce and, unless otherwise stated at the time of trial, will 
rely on the above enumerated Defendants' documents or portions 
thereof. Defendant Pistell intends to use the followings 
witnesses at the trial: Richard C. Pistell - in person. 

9, Trial of the action shall commence April 14, 1975. 
The only issues to be tried shall be issues relating to liability. 
If required, other issues, including but not limited to, 
damages, reliance, causation, contribution, indemnification, 
propricty of membership in the class hy any particular person, 
other issucs reJating to class action status, statute of 
limitations, shall be reserved for later disposition by the 


Court. 


=~ Ne 
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Dated: New York, New York 
April 9, 1975 


SO ORDERED 
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i States 'S Magis trate 


CONSENTED TO: 
MILBERG & WEISS 


By: |//6liy\ | ) (ees) ees 
<a rneys for the Plaintiff. 


LOVEJOY, WASSON, LUNDGREN & ASHTON 


By: nS InA Maj oe 
Lido 2 for the Defendants 
Host, Ashton, Alden, Binns, Scott & Hamilton 


HOLTZMAN, WISE & SHEPARD. “4 


2 y TANE/A! 
gare ae fdé% *ho Defendants 
Allen Co. and Allen Inc. 


SHEA, GOULD, CLIMENKO & KRAMER 


ee 
Attorneys for the Defendants, 
Allen Co. and Allen Inc. 


HAVENS, WANDLESS, STITT & TIGHE 


ve VGh birth q 


Attoumeys for the Deicndant ¢ 
Rienard C, Piste)1 
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Attorneys for Defendants General Host 
Corp., Harris J. Ashton, Weston £. 
Hamilton, C. Whitcomb Alden, Joseph P. 
Binns and Leslie W. Scott 


EDWIN E. McAMIS, ESQ. 
DANIEL J. SULLIVAN, ESQ. 
Of Counsel 


HAVENS, WANDLESS, STITT & TIGIE, ESQS. 

99 Park Avenue 

New York, N. Y. 10016 : 
} q 


Attorneys for Defendant Richard C. S 2 
Pistell 


GARY P. ROSENTHAL, ESQ. 

GERALD J. FIELDS, ESQ. 

Of Counsel $ 
» 


HOLTZMANN, WISE, SHEPARD, ESQS. 
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Attorneys for Defendant Alien “© Company aH 


GEORGE M. DUFF, JR., ESQ. | 
NORMAN SOLOVAY, ESQ. , ae 
ROBERT H. WERBEL, ESQ. . 

Of Counsel | 


SHEA, GOULD, CLIMENKO, KRAMER & CASEY, ESQS. 
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Attorneys for Defendant Allen & Company, Inc. { 
MILTON S. GOUL), ESQ. j 
HARVEY J. GOLDSGIMID, ESQ. ' J 
‘Of Counsel ~ } 
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This is yet another lawsuit urising from 
the 1969 contest between General Host Corporation 
("General Host") and a wholly-owned subsidiary of 
the Greyhound Corporation ("Greyhound") for con- 
(1) 


trol of Armour & Co. ("Armour"). Plaintiff Alan 


L. Spiclman brings this class action on behalf of 


holders of Armour common stock or convertible deben- 
(2) 

tures against General Host, certain of its direc- 

(1) See Voege v. Ackerman, ___—sOiPjw Supp. 


(S.D.N.Y. 1°75); Armour & Co. v. General Host 
Corp., 296 F. Supp. 470 (S.D.N.Y. 1969). 


(2) The class is composed of three subclasses: 


“(a) Those nersons or entities who held 
Armour securities, cither common stock or 
convertible debentures, prior to July 29, 
1968, and exchanged them for General Host 
debentures and warrants pursuant to an 
Exchange Offer alleged hereinbélow and 
did not accept the Greyhound Cash Tender 
Offer alleged below; 


"(b) Those persons or entities who pur- 
chased Armour seccurities, either common 
stock or convertible debentures, between 
July 29, 1968 and February 14, 1969, did 
not accept the Greyhound Cash Tender 
Offer, and exchanged them for General 

' Host debentures and warrants issued pur- 

‘ suant, to the said Exchange Offer; 


‘*(c) Those persons or entities who pur- 
chased Armour securities between July 29, 
1968 and February 14, 1969 and held them 
without tendering them to either General 
Host or Greyhound, " 


4 “s d cd ‘ ite 
~?. ah Se . P ‘ + ag # 


"304 6 hires 
7m tt * te y 


ee OE eee blew. ft 


eed ee ee te ie ee 
mt ee se 


+e 
’ 
“ 
: 
. 
ie 
. 
4 ‘ 
2. 8 
5 
‘ 
“ 
‘ 
. 
¢ 
gm, ' 
‘ 
‘ ' 
pe e* 4 
Y me 
4 
> 
b7 
3 
t , 
‘ ‘ 
; ‘ 
’ 
." 
, 
*¥ 
+? P 
‘ 
‘ 
’ 
' 
— + d 
ee Oa re Pos? FOP. « 
Be ae ? Ree 
° Wed aaeles et? 


| 
JA 


tors at the time of the exchange offer, and Allen & 
Co., Inc., one of the dealer-managers of the exchange 
(3) 
offer. Plaintiff contends that Armour security 
Folders were materially misinformed during ‘tne battle 
for control of Armour because the Gencral Host pros- 
pectus of January 30, 1969 was misleading in failing 
to set forth relevant facts concerning (1) General 
Host's ability to mect its cash needs from internally 


generated funds and (2) its ability to secure effec- 


footnote 2 cont'd 


Defendants are entitled to judgment as to 
the third subclass. The theory of plain- 
tiff's case is that the General Host pros- 
pectus was materially misleading in failing 
to disclose tina alieged risks that General 
Host was incurring in makino its offer, and 
hence that it overstated the merits of the 
offer. There is no claim that General Host 
fraudulently understated the desirability 
of its offer. Sec Blue Chip Stamps v. 
Manor Drug Stores, 43 U.S.L.W. 4707 (U.S. 
June 9, 1975). Thus plaintiff has failed 
to show that those who did not exchange 
their Armour securities for General Host 
debentures were in any way injured by the 
alleged misstatements and omissions. 


(3) At the conclusion of the trial, the case 
was dismissed as to Allen & Co., a partner~- 
ship in the securities business that caused 
the formation of Allen & Co., Inc. in 1965. 
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completic t its exchange offer. Thus, plain- vA 703 
tiff contends defendants violated section 14 (c) 
(4) 
of the Williams Act and the antifruud provi- 
(5) 
sions of the Securities Act of 1933 and the 


(G) 
Securities Exchange Act of 1934. 

° On December 12, 1968, having already ac- 
quired 16-1/2% of the then outstanding Armour common 
stock, General Host filed a Schedule 13D with the 
Securities and Exchange Commission reporting that it 

Rape was considering the possibility of obtaining control 


of Armour based upon an exchange vffer for ad litional 
} j 


Sail 


Armour securitics. On December 23, 1968, after con- : 
’ ‘ 2 
sultation with its dealer-managers, Allen & Co., Inc. : 
and Kleiner, Bell & Co., General Host announced that 
; it would offer to cxchange for Armour securities its 
f ‘ 
‘ 
. , 7% subordinated debentures in the principal amount of ral 
. mi ‘ $347,040,000 due February 1, 1994, and warrants to 
purchase General Host common stock. On December 30 
(4) 14 U.S.C. § 78n(e) (1970). A 
The. a * " 
(5) § 17(a), 15 U.S.C. § 77q(a) (1970). ae Pe 
(6) § 10b, 15 U.S.C. § 78) (b) (1970). = 
o3< 9 
°'¢ ¢ . 
‘ 
‘ m { 
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— -_ al ‘ 9 . t : 
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it filed a registration statement and prospectus 

with the Securitics and Exchange Commission. The 
proposed exchange offer specified that Ceneral Host 

w wld not accept any Armour securitics unless a Suf- 
ficient number of Armour shares or convertible deben- 
tures were tendered so that General Host would own, 
together with its previously acquired shares, more 
than 50% of the outstanding Armour common stock, 
assuming conversion of all Armour debentures tendered. 
The final ratio of exchange was $60 principal amount 
of General Host debentures and 2-1/2 warrants for each 
Armour share or for Armour debentures in the principal 
amount required upon conversion to obtain a share of 
Armour common stock. The Commissioners of the SEC de- 
clared the prospectus effective on January 30, 1969. 


The exchange offer expired on February 14, 1969. 


General Host‘s offer met with hostility 
from Armour management. Armour's opposition was mani- 
fested even before the formal offer was advanced. Its 
counsel urged the SEC to investigate alleged securi- 


ties law violations by General Host and sent te Com- 


704 
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‘ ¥ 
TJ mission several letters and memoranda in December 
I 
: and January pointing out purported defects in 
. 
;4 ‘ 
‘ General lIost's prospectus. Armour unsuccessfully ' 
| 
{ sought a preliminary injunction in this Court, con- 
; 
tending that the General Host registration statement 
‘ 
Y was deficient, among other matters, in not indicat- ‘ 
y ‘ ing “the unlikelihood that General Host would be 
; . 
able to pay principal ane interest as due, based on 
i (1) the projected cash flow of General Host after 
, the exchange offer; (2) the net tangible asscts of ‘ 
; General Host after the exchange offer; [and] the ' 
i. (7) 
i terms of the debentures. .. ." ; 


The evidence at this trial again demon- 
strated that: 


} 
5 
"“Armour's opposition was not limited to 
| representations before official bodics. 
{ Through the month of January, 1969, while 
the registration was being processed, 
a Armour publicly attacked the General Host 
i proposal, and its views were widely dis- 
{ seminated. The news media, based on press 
: releases issued by the Armour group, pub- 
lished the specific claims that it was very 
unlikely General Host would be able to pay 
| 
, 
i 
j 


oe » (7) Armour & Co. v. General Host Corp., 296 F. Supp. " 
| mye we 470, 473 (S.D.N.Y¥. 1969). ' 


+ 


principal and interest on the subordinate: 


debentures; that the valu *€ the warrants 
was illusory, and that the ix consequcnce: 
to Armour stockholders would be adverse. 

A full-page advertisement addressed to 
Armour stockholders by the Chairman of the 
Armour board, publish 
Journal, The New York Times and other nc 
media throughout the country, denigrated 
the General Host securities and went into 
considcrable detail as to the undesirapil 
of the exchance. His statement raised qucs- 
tions whcther General Host would have the 
cash flow neccessary to service its greatly 
increased debt and touched upon other 
claimed deficiencies." (8) 


Before the Gencral Host registration state- 
ment became effective, a Greyhound subsidiary made a 
competing offer to Armour shareholders, a cash tender 
for Armour stock that was later increased to $72 per 


share of Armour common stock. 


As a result of its exchange offer, General 


Host acquired about 55% of the outstanding Armour com- 
3 


mon stock, assuming conversion of the Armour debentures. 


Greyhound received approximately 32% of Armour common 


as a result of its cash offer and other purchases. 


While the amended complaint contains many 


(8) Armour & Co. v. General Host Corp., 296 F. Cupp. 
470, 474 (S.D.N.Y. 1969). 


¥ 
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free-whecling allegations of conspiracy and fraucdu- 
4 


lent conduct, at the ‘rial the claim were narrowed 


to the two basic issucs indicated: the adequacy of 
disclosure in the General Host prospectus dissem~ 
nated to Armour shareholders conccrning General ilo 
ability to meet its debt obligations from internal 
cash flow and impediments to its ability to obtain 


effective operating control of Armour. 


The antifraud provisions of the securiti« 


laws prohibit the making of any untrue statement of 


a material fact or any omission to state a material 
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3t°s 


€ 
> 


fact “necessary in ordcr to make the statements made, 


in light of the circumscances under which they were 


(9) 


made, not misleading.” 


"mMateriality” in the abstract is, of cour 


se, 


a meaningless concept. Materiality centers about the 


significance of the misstatement or omission of the 


(9) § 17(a) (2) of the Securities Act, 15 U.S.C. 
§ 77q(a)(2) (1970); Rule 10b-5, 17 C.F.R. 
§ 240.10b-5 (1974); 14(e) of the Williams 
Act, 15 U.S.C. § 78n(e) (1970). 
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fact under considcration to 4 reasor le investor's 


judgment in aeciding to buy or sell. Thus, it can 
be given content only by considering all the circum- 
(10) 
s*ances surroundir the transaction. Ihe detcr 
manation of materiality is to be made upon all the 
facts as of the time of the transaction 4nu ! 
° a 20-20 hindsight view long after the event. rhe 
ultimate issue is whether “any of the shareholder 
who tendered their shares would probably not have 
tendered their shares” had the alleged viclation no 


(12) 


occurred. 


The fact that the alleged violation occurred 


‘ 


in the context of a hot!y contested battle for control 


(10) R. Jennings & H. Marsh, Securities Regulation 


1W29 (1972). ° 


(11) Chris-Craft Indus. , Inc. v. Piper Aircraft 
am Corp., 480 F.2d 341, 363 (2d Cir.), cert. 
denied, 414 U.S. 910 (1973). 


(12) Electronic Specialty Co. v. Internat'l Controls 
Corp., 409 F.2d 937, 948 (2d Cir. 1969); General 
Time Corp. v. Talley Indus. Inc., 403 P.2d 159, 
162 (2d Cir. 1968), cert. denied, 393 U.S. 1026 
(1969). 


| 


t 
‘ 


of a t®rgec coawWiny is a circu tan to be consid- ‘ 
oerec in deter ning “whether there has been an action- 
(13) 
able failure to disclose material facts. In addi- 
tion, the fact that there is a contest for contro] 
means that a failure to prescnt nformat ic may be J 
rendered harmless by disclosure from oth I, GU | aK 
the target company, the competing tenderor or outside J 
(14) < ' 
sources, A defendant may not be faulted for fail- 
ure to repea: material information which has been pub- 
licly proclaimed in varicus ways on other occasions. 
e (13) Chris-Craft Indus., Inc. v. Piper Aircraft 
Corp., 400 F.2d 341, 362-63 n.14 (2d Cir.), P 
‘ cert. denicd, 414 U.S. 910 (1973); Electronic . 
Specialty Co. v. International Controls Corp., S 
409 F.2d 937, 96 (2d Cir. 1°59); Gen.ral Time ‘ea 
Corp. v. Talley Indus., Inc., 403 F.2d 159, N 
162 (2d Cir. 1968), cert. Genied, 393 U.S. p 
1026 (1969); McConnell v. Lucht, 320 F. Supp. 
1162, 1165 (S.D.N.Y. 1970). hh 
” (14) Smallwood v. Pearl Brewing Co., 489 P.2da 579%, ‘ 
Q°% 606 (5th Cir.), cert. denied, 419 U.S. 873 
; (1974); Chris-Craft Indus., Inc. v. Piper 
oh Aircraft Corp., 480 F.?d 341, 377, 401 (2d ' 


Cir.), cert. danied, 


414 U. 
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S. 910 (1973). 
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The adequacy of disclosure of material information 
must be evaluated by a consideration of the “total 


mix" of all information conveyed or available to 


. (15) 
anvestors. 


The issue presented by this case, there- 
fore, is not, as plaintiff myopically visualizes it, 
simply whether the General Host prospectus failed to 
state material facts, but whether Armour secvrity 
holders were unable to make an informed investment 
decision because of alleged deficiencies in the pros- 
pectus, defects which, assuming any are found to ex- 


‘ist, were never cured by information contained in 


(15) cChris-Craft Indus., Inc. v. Piner Aircraft 
Corp., supra; Mitchell v. Texas Gulf Sulphur 
Co., 446 F.2d 90, 103 (10th Cir.), cert. 
denied, 404 U.S. 1004 (1971); Johnson v. 
Wiggs, 443 F.2d 803, 806 (Sth Cir. 1971); "s 
Butler Aviation Int'l, Inc. v. Comprehensive zr 
Designers, Inc., 425 F.2d 842, 844 (2d Cir. “ 
1970); Hafner v. Forest Labs., Inc., 345 +? 
F.2¢ 167, 168 (2d Cir. 1965); Winokur v. oe 
Bell Fed. Scvings & Loan Assoc., 58 F.R.D. rt 
178, 181 (N.D. I11. 1972); McConnell v. 48 
; lucht, 320 F. Supp. 1162, 1165 (S.D.N.yY. g 
1970); Nicholson File Co. v. H.K. Porter Co., ag 
A 341 F. Supp. 508, 521 (D.R.I. 1972), aff'd, y 
482 F.2d 421 (lst Cir. 1973). a 
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other communications 


to Armour sharcholders. 


Plaintiff now argucs that, of the two al- 


leged defects in the prospectus, “the control problem 


(1G) 
w.s the most important aspect of the exchange offcr.” 
However, the evidence reveals, and plaintiff's own ’ 
amended complaint confirms, that the primary issue at 
the time of the exchange offer was General Host's 
ability to meet its debt cbligations under the deben- 
tures to be ‘ssued to Armour security holders pursu- : 
; 
ant to the exchange offer. The control issue -- 
whether or when General Host could get operating con- : 
trol of Armour -- was subsidiary to this cash flow “ 
4 
issue and but a part of it. Accordingly, plaintiff's F 
j: 
two claims must be considered in this framework. 2! 
i 
if 
oF 
ts 
. i 
a “i 
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Plaintiff argues that Armour security holccrs 
lacked material information concerning the exchange of- 
fer because the prospectus failed to disclose that Gen- 
eral Host was not relying on its historical earnings, 
but upon management's projection of cash flow from 
operations, to meet its debt and debt service payments 
as they became due. Relative thereto, he further 
argues that Armcur shareholders were inadequately ad- 
vised of the risks involved in General Host's pian to 


acquire a majority of Armour's common stock. 


The prospectus does not say that General 
Host intended to rely on its cash flow to meet its 
obligations. To the contrary, the prospectus refers 
to alternative methods by which General Host could 
raise cash to service debt during the period re- 
quired to obtain control of Armour. It states that 
if there is no merger or consolidation and if General 
Host has not acquired more than 80% of Armour's stock, _ 
_ thus allowing it to effect tax saving arrangements, it. 


4 


‘may find it necessary or desirable to incur new indebted- 


‘7 


oe as | 


basis of historical rather’ than projected earnings, 


‘ligations under the debentures. This argument is = fas 


‘ 
- 


+ bie 


JA 713 


ness or issue additional equity securities. The pros~ 


pectus also states that upon consummation of the ex- 


change offer General Host may find it desirable to dis- 


pose of some of the assets held by it or Armour, Far 


Reh Let eh As® tee ates 2 


t.:om representing that General Host could meet its 
cash flow needs from internally generated funds, the 
prospectus discloses that it may be necessary or de- 


sirable to raise additional cash and sets forth alter- 
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native sources available to it. 
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In analyzing the adequacy of disclosure to a 

Armour concerning General Host's cash flow, it is im- 
portant to realize that the SEC prohibited the inclu- 
sion of earnings projections in a prospectus. Plain- ! 
tiff concedes that because of this Commission policy, | 
General Host could not disclose its projected earn- 
° ey 


ings. He argues, however, that it was materially mis- 


leading for General Host not to disclose that, on the 
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it would not have adequate cash flow to meet its ob- 
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without merit. The evidence refutes the claim that 
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failing to disclose this item constitutes an omission 
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to state a material fact “necessary in order to make 


the statements mac. es ‘ight of the circunstances 
(17) 


- 


under which they w.. made, not misleading." 
Plaintiff's coatention that Gencral Host was required 
to state that historical earnings were inadequate for 


cash flow necds neces =F 5% ily assumes that General Ilost 
had made a semenemnnt iin that it was relying on its 
cash flow to meet its cash requirements. As indi- 
cated, there was no such representation, express Or 
implied, and the pi4.s‘%uctus stated that General Host 
may find it desirable to do a number of things after 
the exchange offer to generate needed cash. The pros- 
pectus contained no statement as to cash flow that a 
reasonable investor would rely upon to his detriment 


‘sent the additional information suggested by plain- 


tiff. r . 


Though plaintiff concedes that General Host 
could not disclose projected earnings in the prospec~ 
tus, he inconsistently argues that it should have in- 


formed Armour stockholders that it was relying on 


a Pe a er 
(17) See statutes cited note 9 supra. 
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projected carnings, as opposed to historical results, 
to service its debt. To repeat, Genera! Host never 
represented that it was relying on carnings, hictori- 
cal or projected, to meet its cash neecs. To have 
stated, as plaintiff argues it should have, that it 
was relying on predicted future carnings to :ncet 
debt service needs would have been to mike @ proycce- 
tion that future earnings would b2 adequate to mect 
General Host's cash obligations, and this of course 
(18) 
it could not do. 

The fact was that Gencral Host's internal 
study dated January 30, 1969, indicated that it 
would have sufficient cash flow, brsed on projestcd 
earnings and dividends of Armour stock at various 
levels of ovmership, to meet its cash needs for the 
years 1969 and 1970. Plaintiff responds that this 
cash flow analysis was defective in that it omitted 
material items, namely two debt obligations, and that 
(18) Such a statement would also have been inaccu- 


+. yate, because while Gencral Host thought its 
cash flow was adequate, it was not exclusive- 


i SEs OF relying on it. 
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consequently the prospectus was misleading in fail- 


ing to disclose thet General He 


lost could not met its 


debt obligations out of internally senerate?d funds. 


Thus he contends thut (1) the analysis did not ac- 


c.wnt for repayments of $.4 millicn 


cue to vurious 


insurance companies on loans due in August 1569, and 


(2) it made no provision for cipital expenditures 


Which had amounted to $8 million in 1967 anda $6 


million in 1968. Weither of these arguments is 


well-founded. 


The General Host cash flow study did not 
include repayment of the $9.4 million insurance con- 
pany loans for the simple reason that General Host 


intended to refinance the loans. General Host had 


an opinion letter from the securities firm of Allen 


& Co. to the effect that if it had more than 50% of 


Armour’s shares as a result of the exchange offer 
(which was the minimum level of omership required 


for the exchange offer to be effective), there 


would be no difficulty in refinancing the loan. The 
prospectus stated that General Host “anticipated 
that [these loans} will be refinanced at the com- 


pany‘s present borrowing rate." The evidence fully 
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As to the .. ital expenditure claims, plain- 
tiff's argument that the prospectus did not reveal the 
impact of General Host's increased cash flow needs for 
its newly issued debentures on its capital expenditure 
program is refuted »y the language of the prospectus: 
The Company proposes to continue 

its capital cxpenditures program dur- 

ing 1969 using funis to be derived 

from retained carnings and accumu- 

lated depreciation. There can, how- 

ever, be no assurance this program 

will continue because it depends in 

part on funds to be generated by 

operations. 

In addition to cash flow from operations, 
General Host had available several sources of funds, 
none of which required working control over Armour. 
Certain options were stated in the prospectus: Gen~ 
eral Host could sell part of its assets, incur new 


debt or issue additional equity securities. Others 


were available: General Host could call its 
$47,400,000 of 5% convertible subordinated notes due 


1988 and, since the market price of its stock was 


-above the call price, thereby force a conversion 
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and eliminate interest on the notes; it coujd utilize 
a $6 million line of credit available to it; and it 
could enter into sale and leaseback arrangements con- 
cerning some of its plants, trucks and other vehicles 
to raise cash. All of these alternative sources of 


available funds were feasible. 


As carly as December 1968, counsel for 
Armour advised the SEC that in its opinion “the high 
debt-equity ratio of General Host (present ly between 
four and five-to-one) raises important questions as 
to its sources of repayment of its large borrowings," 
and urged the Commission to require that the General 
Host prospectus "“sh-w rather explicitly the projected 
source of funds to service new indebtedness .. «+ «" ‘ 
Despite these communications and meetings by the SEC 
staff with Armour's counsel in December 1968 and Janu-~ 
ary 1969, the Commission itself, not the staff, de~- 


clared the General Host registration statement effec- 


tive. Although, as noted above, Armour specifically 


raised the matter before the SEC, the Commission made 


no request that General Host make any statement in De 
ee A 
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-18- ¥ 
\ 
pe, PgR ae . 
reed prtete os , ' e 


o ee ee 


9 ee | te el 


Nee cen ee = en ee steer ctnln a on ee 


= 
7 


* 


/ | 
Pa 5 ant 
a ' JA 719 ; > 
y : 4 
the prospectus as to its ability to service its debt ‘ , 
out of cash flow, cither historical or as projectad,. J 
if 
} 
| 
While the registration of sccuritics by } 
t e SEC does not constitute Commission approvai of “ 
(19) ri 
? 
the language of the prospectus and cannot relicve ‘2 
a 
° this Court of its duty to exercise an independent 2 
‘ 
judgment on the adequacy of disclosure, clearance by * 
the Commission in the face of charges identical with { 
(20) { 
those presented here may be given some weight, and ‘ 
; , 
the documentary evidence of argument pressed by i 
<i 
Armour's counsel upon the Commission mkes this a 4 
‘a 
particularly appropriate case in which to give some : 
ie te 
—_. ee wy j 
(19) 17 C.P.R. § 230.425 (1974). y 
- : 
(20) General Time Corp. v. Talley Indus., Inc., 403 ae 
F.2d 159, 163 (2d Cir. 1968), cert.deniec, 393 i 
U.S. 1026 (1969); Scott v. Multi-Amp Corp., 4 
386 F. Supp. 44, 73 (D.N.J. 1973); Twenticth ty 
Century Fox Film Corp. v. Lewis, 334 F. Supp. j 
; 1398, 1402 (S.D.N.¥. 1971); McConnell v. Lucht, j 
; , 320 F. Supp. 1162, 1166 (S.D.N.¥. 1970); Armour } 
vee & Co. v. General Host Corp., 296 F. Supp. 470, , 8 
475 (S.D.N.Y. 1969); Sherman v. Posner, 266 F. - oe 
; ‘Supp. 871, 874 (S.D.N.¥. 1966); Kauder v. i 4 
oe United Board & Carton Corp., 199 F. Supp. 420, i 
t se 423-24 (S.D.N.¥. 1961); Mack v. Mishkin, 172 , 
ti ; Ms, F. Supp. 885, 688 (S.D.N.Y¥. 1959); Dunn v. ' 
fF: tp 2 ® ty A ".. Decca Records, Inc., 120 F. Supp. l, 2 { 
(S.D.N.¥. 1954). q , 
y ? 
ae , 
‘ a t 
7 ' ~19- 1 
\ 4 
. ie 5 ‘ q F ‘ 
. '¢ ' ts ‘ed 
i ' , + 


JA 720 
credit to the Conmiscicn's clearance, 

In addition to the Court's finding that Gen- 
eral Host was not required to disclose that it was not 
relying on historical earnings to meet its cash flew 
needs to mke the statements it did make not mis:lead- 
ing, the Court finds that Armour security holders vere 
‘aware of the risks involved in General Host's ability 
to mect its cash needs from internally generated funds. 
Two direct mailinys to Armour stockholders by Armour's 
Chairman of the Rourd raised the issue of the adequacy 


of Gencral Hait's cash flow. 


In a letter of January 9, 1969, Armour share- 
holders were told that the pro forma combined stutements 


of Armour and General Host in the prospectus “raise dis- 


turbing questions as to the ability af General Host to 
pay interest and amortization on its huge debt. Also, 
they do not take into account the fact that General 

Host estimates it will spend up to about $9 million in 
expenses in making the offer. Interest on this amount, 
which is almost 25% of General Host's net worth, would 


substantially reduce net income.” 
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The letter continues by stating that the 


forma combined earnings figures in the General Host 


registration statement: 


“do not mean that General Host would 
have the ish flow necessary to ser- 
vice it: ‘catly increased debt. For 
so long as there continue to be any 
prblic stockholders of Armour, even 
if General Nost were in control of 
Armour's Board of Directors, .« « -« 
General Host could not use Armour's 
asscts and cash flow -- ecxcept by 
the declaration of divicends -~- to 
service General Host's indebdtedncss. 


A second letter to Armour shareholders of 


10, 1969 adviscd that: 


"General uost already has a top-hcivy 
debt structuy , and would add up to 
$265,000,000 more if 80,5 of the Armour 
shares are acquired in the exchange 
offer. There is substantial. doubt as 
to General Host's ability to meet its 
interest requirements, including in- 
terest on the proposed debentures. 


* *. + 


“General Host's pro forma opera~ 
tions simply will not generate enough 
cash to meet its interest requirements 
unless it can ultimately merge with 
Armour. 
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"Genera! Host states in its presoec:- 
tus that it may find it desirable upon 
consumanation of the exchenge offer to 
propose 4 merger with Armour, or to dis- 
posc of a portion of the asscts present- 
ly held by it or by Armour, and that it 
e « « "My find it necessary or desirable 
to ine ise the Armour dividend rate or 
incur new indebtedness or issue adii- 
tional equity sccuritics. Obviourly, 
this is because without such action, 
General Host's indebtedness, including 
the debentures, might otherwise go into 


default. 


"General Host's exchange offer is 
now conditioned on its obtaining more 
than 50% of Armour. ... If anything 
less than 100% is obtained, you should 
weight carefully the fact that Armour': 
cash flow and assets will not be avail- 
able to service the debentures.” 


Both of these letters were also published as full page 
advertisements in the Wall Street Journal and ™he New 
York Times. These newspapers also carried other arti- 


cles on the battle for control of Armour, in which 


Armour is quoted as attacking the General Host offer as 


"financial hocus pocus” amounting to “a pyramiding of 


“paper” on the “already overburdened debt structure of 


General Host,” and as “meaningless balderdash” because 


JA 723 


Gencral Host was unlikely to be able to pay the prin- 


cipal amount and interest on the debentures. One arti- 


cle reported that the Wisconsin Securities Commissioner 


denied Gencral Host's application to register its secu- 


rities in that state because its offer was “unfair 


inequitable to the Armour stockholders 


, 


because the cash 


flow uf General Host appeared insufficient to cover the 


interest requirements on the debentuves that would be 


outstanding if the exchange offer were succ ssful.” 


General Host did not fail to disclose material 


facts concerning its ability to meet its future cash 


needs, and even assuming, arguends, that additional dis- 
(21) 


closure was needed, the “total mix” of commnications 


to Armour sharcholders rendered any omission in the pros- 


pectus harmless. 


(21) Smallwood v. Pearl Brewing Co., 489 F.2d 579, : 


4606 (Sth Cir.), cert. denied, 419 U.S. 873 
(1974). 
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CONTROL 


Intertwined with the issuc of General Ilost's 
i xpility to meet its cash needs -- whether through in- 
ternal earnings, borrowings, equity offerings, sale of 
assets, use of bank lines of credit, sale and lease- 
back arrangements, or calling outstanding debentures -- 
was the question whether and when General Host could 
gain operating control of Armour. If General Host 
could even. ‘ally secure 80% ownership of Armour’s out- 
standing common stock, substantial tax savings would 
result. If General Host could later merge with Armour, 
it would have Armvur's casa flow und assets available 
to it. General Host 's ability to obtain operating con- 
trol of Armour to effect tax savings, or to propose a 
merger of the two companies or to increase Armour's 
‘ @ividend, or to take other action, was an integral as- 
pect of a dominant issue in the battle for control of 
Armour : General Host's ability to meet the interest 


payments of the debentures it was offering to Armour 


“security holders. 
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Plaintiff contends that because the prospec: 


eee 


tus failed adequately to disclose the fact that Armour's 
Board of Directors is elected for stajgered terms of 
three years and subject to cumulative voting, Armour 

s areholders were unaware of the obstacles involved ‘in 
certain courses of action General llost contemplated. 

In other words, plaintiff asserts that because the pros- 
pectus did not contain a statement to the effect that 
the mere fact that General Host has more than 50% of 
Armour's stock docs not mean that General Host has ef- 
fective control, it created the impression that ‘"Gen- 
eral Host will be in a position to exercise operating 


control of Armour very soon after the tender to [Gen- 


(22) 


’ 
eral Host] of more than 50 percent of Armour's stock.” 
In substance, however variously stated, the argument 


runs that the prospectus was materially misleading be- 


- cause it failed to alert the Armour shareholders to 


_the difficulties that stood in General Host's way be- 


‘ fore it could obtain effective control of Armour and 


‘1, dts Board of Directors, since this was germane to Gen- 


‘. eral Host's capacity to meet its debt under the deben-~ - 


ture issue and other obligations. 


(22) Plaintizf's Post-Trial Brief at 3. 
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Discussion of plaintiff's argument requires 


Gistinguishing betweer two concepts: (1) stock ouvn- 


ership of more than 50% of Armour's common stock, 


Which ordinarily would be termed a controlling stoc! 


ov 
sel fe 
‘ 


interest, and (2) control of Armour's Board of Direc- 


tors, which could result (a) from soliciting proxies 


em erbvetes che es ted atin eee Me BAR adhee mm 


and electing a majority of the Board of Directors -- 
which in the case of Armour's staggered board and 

cumulative voting could take two years to accomplish, 
or (b) from General Host, as the holaer of more than “ 


oy "" 50% of Armour's common stock, securing the working 


ay sla ally vende 6.0 CAI ee, USSt awe 


ae , coo,eration of a majority of the board, given the 
si fact that eventual control of the board by General 
* “hes Host appeared to be inevitable. Clearly General 

: Host's tender cffer, which was conditioned on its 
9 owning more than 50% of Armour's common stock, was “yds 


i; « for what would properly be termed a controlling stock 


aaa ee Oe ee ee 


Ls! “ interest. The prospectus does not represent, however, 
Re that upon successful completion of the exchange offer ee ; 


General Host would have immediate operating control 
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to hereafter, indicates that after the exchange, fur- 
ther action by General I!ost was required to get con- 
trol, thus negating any view that immediate control] 
would be achicved upon acquiring more than 50/4 of 


Armour '‘s stock. 


Initially, the prospectus advised Armour 
shareholders that Armour management was hostile to 


General Host's offer: 


‘The present management of Armour has 
announced its opposition to the Pxchange 
Offer in newspaper advertisements, in 
letters to Armour stockholders. in vari- 
ous press releases, in letters to finan- 
cial institutions, in written and oral 
communications with various regulatory 
agencies and in a lawsuit commenced on 
January 23, 1969 in the United States 
District Court for the Southern District 
of New York.” 


The prospectus then describes a lawsuit against Gen- 
eral Host brought by the Department of Justice in the 
Northern District of Illindis preliminarily to enjoin 


the exchange offer, stating that the Court rejected 


the government's theory that an earlicr antitrust de- 


cree forbade "acquisition by General Host of a con- 


trolling stock interest in Armour." Then the pros- 


pectus states: 
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‘ ) 
"General Host intends to act vroemptly j 
both before and after consunaition of | 
the Exchange Offer to obtain control of \| 
the board ©: directors ond management of : 
Armour. In this; connecticn it mry en- 1» J 
gage in the soliaeitetion of nroxies for 1 
the election of directors of Armour ane | 
Other matters, both at the February 21, { 
1969 annual meet im of Armour and Com- ' 
pany and otherwise. 
; 
"General Host may find it desirable , 
upon con surat Ton f the Exchanye O:fer : 
. to propose to stocknolders of the rele- . 
Vantk corporations a merger or consoli : 
Gation of it or its present or future ’ 
subsidiarics with Armour or certain of 4 
Sts subsidieries, or General Host my ; 
find it desirable to disnose of portions ’ 
of the assets presently held by it or by ; 
Armour. If no such merger or consolica- < 
tion occurs, und if Ceneral Host has not 4 i 
acquired more than GO of Armour'’s Com- 
mon Stockh, “which vould allow it to enter —— 
into tax-saving arrengenents, General ens 
Host may find it necessary or desirable : 
to increase tiie dividend paid on common * 
stock by Armour, or to incur new indebt- a 
edness or issue additional equity secu- ; 
ritiecs.” eT | 
4 
On the next page, Armour security holders 1; ; 
are directed to Annex A for information about Armour, | 
which states that General Host: ; | 
“presently does not participate in the tka "2 
direction or management of Armour. To , ‘ 
the best knowledge of General [Host] , | 
> there are presently 17 directors of j 
a < i Armour. The terms of 6 directors cx- : ; 
. > “pire in 1969, 5 in 1970 and 6 in 1971. be i 
In addition, Armour has cumulative e j 
voting." 
; § 
aie ithe 4 ' ’ ~28- af 
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Plaintiff argues that Armour's stagycercd 
Board of Directors and the cumulative voting provi-~ 
sion, which could present an obstacle to General 
Ho: :'s acquiring immediate operating control of 
Armour, was not sufficiently highlighted or empha- 
sized but instead was “buricd"” in the section of the 
prospectus describing Armour. However, the suqges- 
tion that Armour security holders were misled or un- 
aware of these facts about Armour during the pendency 
of the exchange offer because of the manner of their 
presentation in the General Host prospectus disregards 


the factual situation. 


The prospectus was addressed to Armour secu- 
rity holders, and this circumstance affects the extent 


of disclosure required of General Host toncerning pub- 
(23) 


licly available information about Armour. As our 


(23) See Titan Group, Inc. v. Faggen, Dkt. No. 74-1694 
(2a Cir. April 1, 1975); Missouri Portland Cement 
Co. v. Cargill, Inc., 498 F.2d 851, 873 (2d Cir.) 
cert. denied, 419 U.S. 833 (1974); SEC v. Coffey, 
493 F.2d 1304, 1313 (6th Cir. 1974), cert. denied, 
420 U.S. 908 (1975); Arber v. Essex Wire Corp., 

. »490 F.2a 414, 419-20 (6th Cir. 1974), cert. denied, 

ie 419 u.sS. 830 (1975); City Nat'l Bank v. Vanderboom, 
422 F.2a 221, 231 (8th Cir.), cert. denicd, 399 
U.S. 905 (1970); Myzel v. Fields, 386 F.2d 718, 
736 (8th Cir. 1967), cert. denicd, 390 U.S. 951 
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Court of Appeals has stated: 


"The securitics laws impose upon an 
Offeror of in exchange offer a duty 
to act reasonably in discoverin: 
material to the offer as of the time 
of the transaction and in disclosing 
fully those material facts of whic 
the offerce is pres m2ly_ uni 
which ostensibly woul? influence 
judgment. (Citation omitted.] 
rate officers have 


facts 


unaware and 
Cor po- 
a reasonable rea 
of discretion in determining how far 
to explore the facts and in deciding 
what facts need to be disclosed." (24) 


Armour shareholders presumably were aware of their com- 


pany’s staggered board and cumulative voting, ana the 


prospectus sufficiently disclosed this information in 


light of the circumstances existing at the time of the 
(25) 
offer. 


footnote 23 cont'd : 
(1968); Kohler v. Kohler Co., 319 F.2d 634, 641- 
42 (7th Cir. 1963); Gulf & Western Indus, Inc., 
Vv. Great Atl. & Pac. Tea Co., 356 F. Supp. 1066, 


' 1071-72 (S.D.N.Y.), aff'd, 476 F.2d 687 (2d Cir. 
1973). 


(24) Chris-Craft Indvs,, Inc. v. Piper Aircraft Corp., 
480 F.2d 341, 369 (2d Cir.), cert. denied, 414 
U.S. 910 (1973) (emphasis supplied). 


(25) Cf. Gulf & Western Indus., Inc. v. Great Atl. & 


‘Pac. Tea Co., 356 F. Supp. 1066, 1071 (S.D.N.Y.), 
aff'd, 476 F.2d 687 (1973). 
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Entirely apart from the provpectus, however, JA 
Armour sharcholders were otherwise advised of the char- 
acteristics of their Board of Directors. On January 9, 
1969, Armour sharcholders were sent the previously in- 
di. ated letter which criticized the General Host etter 
even before it had been made. This letter reminded the 
shareholders that Armour's board was “classified and 
elected for three-year terms." On January 17, 1969, 
Armour shareholders again had this information called 
to their attention when Armour management sent share- 
holders a proxy statement advising them that six of 
Armour's seventeen directors would be elected for threc- 
year terms at the February 21, 1969 annual shareholiders'* 
meeting and that cumlative voting would be used. On 
February 10, 1969, Armour shareholders received another 


direct mailing, a supplemental proxy statement reiterat- 


ing that six three-year directorships on the seventeen~ 


man board of directors were up for election. The supple- 
mental proxy stated that while General Host intends to 


propose candidates for election as directors, Armour 


management continues to solicit proxies for the six in- 


cumbent directors and “intends to vote its proxies so as 
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to elect as many of such nominces 


lative voting." Far from beiny misled, Armour share- 


holders were thus inundated with information concerning 


their own corporation's staqgered beard and. its cuaula- 


tive voting provision. The bomhardment of the Armour 


shareholders by commnunicttions and publicaticns hardly 


suggests that they were misled into believing that Gen- 


eral Host would achieve immediate control of Armour's 


Board of Directors if it ostained more than 503 


at 
Va 


Armour shares. To the contrary, it was manifest that 


even if General Host acquired a majority of the stock, 
the battle for operating control would 


continue for a 


period. 


Plaintiff also asserts that the protpectus 
in the two paragraphs quoted above (beginning with "Gen- 


eral Host intends to act promptly .. .") failed to 
emphasize the staggered board as an obstacle to General 
Host's acquiring immediate operating control of Armour, 
and thereby misled the Armour shareholder into believ- 


ing that the various possible alternative courses dis- 


cussed in the second paragraph would be unqualifiedly 
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avrilable to General Host merely upon completion oi ' 
J 
JA 733 e 
the exchange offer, when General Host woull have ac- | 
quired more than 50)3 of Armour's comncn stock. In ; é 
| 
this connection he stresses (1) statemnts made by : 
General Host's president, Narris J. Ashton, in an H 
affidavit of January 23, 1969, filed in opposition ' 
‘ 
to the government's motion in the Illinois action : 
for a temporary restraining order and injunctio, : 
’ 
against General Host‘'s provosed exchange offer, and 
(2) statements from General Host's “Confidential Re- ; 
port on Armour and Company,” referred to as the 
“Black Book,” prepared in October 1968. ‘ 
i 
This arcument overemphasizes esscntial*y } 
one paragraph from the entire prospectus and ignores ‘ 
! 
the paragraph immediately preceding it, other state- 2 
{ 
P . p . a 
ments in the prospectus, direct communications by / 
{ 
Armour management to its shareholders, “all the cir- 

. } 
cumstances” surrounding the exchange offer, and the } 
conduct of those parties who opposed General Hs*'s i 

‘ 
: ' : , ; | 
offer and had the greatest interest in exposin  Iny j 
misstatements_in the prospectus and emphasizing -xe ; 
° } 
weaknesses of the offer. } 
| 
, 
'e 
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The prospectus does not state that General JA 734 
‘ 


Host will have operating centro) of Armour upon consun- 


mation of the exchange offer. Rather, after reluting in wos 
seme detail Armour management's opposition to the offer, - : 
‘a ‘ft 
it states that “General Host intends to act prownptly ” 
me 
both before and after consummation of the Exchunge Offer ° " 
to obtain control of the board of directors and manage - % : 
ment of Armour," and that in this regard “it may engaye \ f 
in the solicitation of proxies for the election of di- . f 
i! i 
rectors of Armour and other matters, both at the FPebru- yf 
pet 
ary 21, 1969 annual meeting of Armour an:i Company and a, 
otherwise” (emphasis supplicd). Plaintiff interprets 
‘ 
this language as an implicit representation that General ‘ 
6 
Host will obtain immediate effective control of Armour j 
through the solicitation of proxies for the election of ri 
directors of Armour at the February 21. 1969 annual . 
meeting. The prospectus, however, makes it clear that { j 
General Host‘'s attempts to.gain operating control will . 
require more than the solicitation of proxies at the 
next annual meeting, as Armour shareholders were well { 


aware from the contemporaneous Armour proxy solicita- arate 
. 


tions already described. 


JA 735 


Despite plaintiff's selective editing of vuri- 
ous sentences in the Ashton affidavit, its tone an] enm- 
phasis is consistent with the prospectus launguayc, and 
this is »nquesticnably s0 when viewed in its proper con- 
text. The affidavit was submitted in opposition to a 
motion for preliminary injunctive relief. A fair read- 
ing of the entire affidavit reveals that Ceneral Ilest's 
argument to the District Court in Illinois was that the 
government's request for preliminary relief “should be 
denied at this time as premature” because General Host's 
exchange offer to acquire a majority of Armour's stock 
may be unsuccessful; even if successful, it will not in 
and of itself give General Host operating control of 
Armour; and it will not effect a merger of the two com- 
panies, but rather will leave them separately engaged 
in their separate businesses. It emphasizes that “un- 
til the result of the exchange offer is known" there 
would appear to be no question for the Court to decide, 
and concludes by arguing that because various overt 
steps would have to occur before the assets of the two 
companies would be combined, “no prejudice to the Gov- 


rment's position will occur by reason of General Host's 


exchange offer.” The affidavit does not support plaintif£! 


theory that General Host believed control wan necessarily a 
long way off, but ins instead directed to General Nosi's claim 
that no irreparable injury to the government will result from 
the exchange offcr itself and therefore prelininary injunet ive 
relicf was not warranted -- in sum, that even if tic exchange 
offer were successful, and thereupen Cenecral ilost moved for- 
ward to obtain operating conm-ol, ample tim: still remained 

tos reapoly 


for the government, based on the changed situation, 


for injunctive relief. 

Similarly, the General Host study of Armour, far fro 
indicating that General Ilost was secretly preoccupied with 
grave concern over the leg:l obstacles of a stacycre’ board, 
gives the staggered board situation no ,reater emphasis than 
the prospectus itself, and undisputedly no greater emphasis 
than Armour management did in its determined efforts to defeat 
the exchange offcr. 

Putt ing this paragrap! to one side, plaintiff 
focuses primrily on the next one, arguing that it ma- 
terially misleads Armour shareholders because some of 
the actions Gencral Host “may find desirable" to 


take require operating control o° Armour's board, such m 


as selling certain of Armour's assets or increasing 
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Armour's dividend. These actions would have requireWA 737 


the cooperation of Armour's board, and General Host 
understood wig when the prospectus was issued. ther 
actions mentioned in the pa,aqraph did not, such as sell- 
ing certain of General Host's assets, inecrring new in- 
debtedness or issuing additional equity securitics 
Plaintiff's argument has force only if the preceding 
cautionary paragranoh and the surrounding circumstances 


of the offer are iqnored. 


General Host not unreasonably expected that 
upon its acquisition of more than 50% of Armour 's stock, 
the Armour directors would recognize that eventual con- 
trol by General liost was inevitable and would cooverate 
with it. Certainly this expectation was justificd from 
the standpoint of a director's duty to serve the intcr- 
ests of its stockholders, with General Host being the 
majority stockholder, and from the view of the Armour 
directors whe were also officers of the company and 
whose positions were dependent upon good relations with 


the board of directors, control of which at some point 


would pass tc Ceneral Host. Indeed, as this Court ob- 


served during the trial, it is a fact of corporate life 
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that when the smoi:ec of battle for control clears, the al 738 


losing management perforce recognizes its hasic respon- 


sibility and fiduciary duty to sharcholders. ea 


Other possible ways of obtaining operating 
control were likely. With General liost oming more 
than 50% of fumour's comnon stock, some Armour direc- 
tors might resign; Greyhound, realizing it was holding 


a minority block cf stock in a company General Host 


v 
would eventually control, might agree to sell its P 
shares to General Host; or General Yost, acting on the oe 
opinion of Delaware counsel, as a majority shareholder : 
could move to amend Armour's by-laws to increase the ‘S 
number of directors and thereby gain a majcrity of the ; 
board. These were not illusory, but feasible, practi- : 
5 
cal methods whereby effective working ‘control of Armour a 
might have been achieved. 3 
Plaintiff responds that if this were General i 
' Host's contemplated plan, it was required to disclose - 
its predictions and hcpes as to the attitude of Armour's oud 
directors should the offer be successful. Perhaps Gen- 
‘ re 
= eral Host could safely have said more about its expecta- 
. 4 | ‘i 
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tions, but given Armour management's hostility decin:, 
JA 739 


i) 


the struggle for control, and the fact that Gene 


Host's expectations were based not so much on sp:cific 


facts as on a realistic business judgment as to what 


Might happen after a successful exchange offer, such 


predictions by General Host could themselves have been 


misleading. It would have been as wreng to overstate 


the definiteness or likelihood of what might happen as 
(26) 


to understate it. Unless tender offers are to be- 


come something akin to walkirg across a minefield in 


Which the slightest misstep means substantial liabili- 


ty for the offeror, it cannot be said that General 


“a reasonable area of discretion ... 


Host exceeded 
(27) 
in deciding what facts need to be disclosed.” 

Armour shareholders were aware that the ex- 
change offer, in and of itself, would not g- General 
(26) Electronic Specialty Co. v. International 

(2d Cir. 


Controls Corp., 409 F.2d 937, 948 
" *~ $960). 


(27) Chris-Craft Indus., Inc. v. Piper Aircraft 
i _Corp., 480 F.2d 341, 369 (2d Cir.), cert. 


denied, 414 U.S. 910 (1973). 
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Host complete control over Armour's assets and cash 
flow. As indicated above, shareholder mailings of 
January 9 and February 10 emphasized that unless Gen- 
er-l Host obtained 100% of the Armour shares, it 
could not use Armour's assets and cash flew to ser- 


vice General Host's indebtedness. 


In determining whether Armour security 
holders were materially misled by the prospectus, ac- 
count may be taken of the relatively lesser importance 
of what General Host might find it desirable to do it 
the siieasia ceffer were successful as opposed to the 
central issue of General Host's ability to service the 
debt on the debentures it was offering to Armour saare- 


holders. Materiality, as already noted, is not an ab- 


.' gtract concept to be decided in a vacuum. It must be 


determined upon a realistic appraisal of the facts and 
events related to the transaction at issue. Realistic- 


ally, “the only truly objective evidence of the materi- 
eer caine (28) 
ality” -.of the alleged omissions in the prospectus 


» (28) SEC v. Texas Gulf Sulphur Co., 401 F.2d 833, 
851 (2d‘Cir. 1968) (en banc), cert. denied, 
«-" 394 U.S. 976 (1969). 
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under all the circumstances then existing is the impor- JA 741 


tance then given them by those with the greatest inter- 


est in defeating the offer 
(29) 
agement. 


-- the incumbent Armour man- 
This is particularly so here since at thet 
time Armour's highly experienced counsel scrutinized 

the General Host piehieintian statement with microscopic 
care and dredged up every conceivable deficiency of 


(30) 
The arguments made by Armour's counsel to 


the 


proposal. 
the SEC and to this Court attacking the adequacy of dis- 
closure in the prospectus, Armour management's letters 


to Armour shareholders, 


its advertisements in the news- 


papers, its statements to the press, and various news- 


paper articles at the time of the offer establish far 


(29) C£. Sonesta Int'l Hotels Corp. v. Wellington 
Assoc., 483 F.2d 247, 255 (2d Cir. 1973); 
General Time Corp. v. Talley Indus., Inc., 
403 F.2d 159, 162-63 (2d Cir. 1968), cert. 
denicd, 393 U.S. 1026 (1969); SEC v. Texas 
Gulf Sulphur Co., 401 F.2d 833, 851 (2d Cir. 
1968) (en banc), cert. denied, 394 U.S. 976 
(1.969). . 

(30) Sce Armour & Co. v. Gencral Host Corp., 296 
FP. Supp. 470, 474 (S.D.N.Y. 1969). 
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more convincingly than plaintiff's argurents six yeers JA 


after the event that General Host's future plans for 
Armour after a successful tender offer was not the 
overriding factor in an Armour shareholder's decision 
whether to accept the General Nost offer. Plaintiff's 
present claim that the obstacles of the staggered board 
and cumulative voting should have been highlighted 
stands in marked contrast to the relatively insiqgnifi- 
cant importance given this issue during the actual bat- 


(31) 
tle for control of Armour. 


(31) For example, when Armour's counsel sent a memo- 
randum to the SEC in January 1969 arguing that 
a preliminary prospectus was misleading, it sun- 
marized its contentions as follows: 


"In a transaction as complex as this, we 
would think the prospectus should have at the 
very beginning an introduction contained the 
salient features and highly speculative as- 
pects of the offering. These are the anti- 
trust problems and the magnitude and effect 
of possible divestitutes by General Host in- 
cluding the resulting lack of significance 
of pre forma combined figures; the relative 
sizes of the two companies; the inordinately 
large amount of debt which General Host will 

. . incur and how it will be services; the fact 
that, at least until the corporations are 
' ;*» merged, the indebtedness cf General Host will 
be junior to that of Armour including its sub- 
ordinated debentures and preferred stock. Ob- 
viously these factors make acceptance of the 
exchange offer a very risky business." 


'. , Armour's staggered board was given but a fleeting 
x~eference. 
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JA 743 is 
5 
Finally, plaintiff argues that the pro forma 


combined financial statements of Armour's and Gencral 


Host's operations were materially misleading because 
y 
th prospectus failed to disclose what plaintiff con- ? 


4 

i 

0 eae : § 
tends was the “assumption” upon which they were based, : 


that General Ilost would obtain immediate effective con- 


trol of Armour. However, the pro formas were included 


in the prospectus not because General Ilost made a num- 


7 

‘ “ 

ber of undisclosed assumptions or because it thought ys 
that these statements would somehow improve the apnar- ‘4 
ent value of its offer to Armour shareholders, but ‘ 


simply because their inclusion was required by the SEC. 


ee 


Plaintiff contends, hovever, that there is 
something inherently suggestive about pro forma consoli-~ 


dated statements and argues that they should have been 


preceded by cautionary wording, such as: "General Host 


- tet nin ee ae 


may not be able to obtain operating control of Armour 


unless it can elect a mijority of the board of directors 
(32) 


of Armour." Yet there is little difference between : 


nd 


om 


(32) Plaintiff's Post-Trial Brief at 23. 
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this language and the Janguage General Host did use: JA 744 
"General Host intends to act promptly both before und j 
after the consuinmation of the Exchange Offer to obtain M 


control of the board of directors and management of 


ay 

4 

Armour." Moreover, the language of the prospectus in- t 

: : > 

troducing these pro formas clearly indicates that the a 

. 4 

statements were the result of combining the two con- ‘ 

. . . . 5 

panies’ operations, and does not lend itself to plain- " ¥ 

tiff's interpretation that the statements created the . 

' 

3 

“impression” that upon consummation of the exchange ie 2 
offer, General Host would have Armour's asscts and 

(33) 

cash flow available to it. Plaintiff does not dis- ; 

pute the fact that the pro formas were reguired to be ie 

» 8 

- ere 

in the prospectus, nor does he allege that they were f 

4 

inaccurate in any respect. Given the cautionary lang- ae 

’ ' 

: } 


uage that the exchange offer in and of itself would not 


deliver operating control of Armour to Gencral Host and 


a» 


the absence of any affirmative misrepresentation to 


this effect, defendants cannot be held liable because 


(33) Again, the two Armour management shareholder 
mailings specifically negated any “impression” 
plaintiff received from viewing these pro formas. 
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‘ 

of plaintif£'s “impressions” which are not fairly sup- : 
ported by the language of the prospectus. y 
e 

Plaintiff's various arguments concerning Gen- ' i 

M 

eral Host's alleged omissions in not giving greater em- q 
5 

phasis to the charactcristics of the Armour board and ‘s 
ae 

to the fact that the ownership of more than 504 of ~ § 


Armour's stock would not per se give it operating con- 


trol are all based on the notion that General Host was y 


in some way subtly trying to create impressions in the 


minds of the Armour stockholders contrary to publicly f 


known facts about their company. This is not the type 


of claim common to tender offer actions, where it is are 
| } | 
usually alleged that the offeror failed to disclcre ma- ‘ 
terial facts about itself with which the offerees could aes 
(34) ate 
not be expected to be familiar. General Host was re- ’ 


quired by SEC regulations to “describe any plans or pro- 


posals" which it may have, inter alia, to sell the assets | 


~ od 
ee te Ree er ee 


(34) See, e.g-, Chris-Craft Indus., Inc. v. Piper 
Aircraft Corp., 480 F.2d 341, 367 (2d Cir.) 
cert. denicd, 414 U.S. 910 (13973); Sonesta 
Int'l Hotels Corp. v. Wellington Assoc., 483 
F.2d 247, 249-50 (2d Cir. 1973). Pp 
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JA 746 
‘ 
of Armour, merge it with Gencral liost, or wake any other 
(35) 
major changes in its business. As another court so 


aptly pointed out in the context proxy disclosure, 
“ 


{Ajifficult decisions must be made as to whut informa- 


tion to place toward the beginniny and what to place 


further toward the end {of the document], what to emnha- 


size and what to state more blandly. It is, of course 


‘ 


impossible to emphasize everything, and -very fact can 


not be contained in the beginning." Exchange offerors 


must be fair to the needs of sharcholders for relevant 


information, but courts 
(36) 


cannot require that they be 


“clairvoyant". 


Plaintiff by his various suggesticrs of pre- 


cise language would reword the prospectus so as to have 


(35) SEC Rule 14d-1l(c) (4) and Schedule 13D, 17 
C.P.R. §§ 240.14d-l(c) (4), 240. i-1.01 
(Item 4). "It would be as serious an in- 
fringement of these regulations 

, state the definiteness of the plans as to 
understate them." Electronic Specialty 
Co. v. International Controls Corp., 409 
F.2d 937, 948 (2d Cir. 1969). 


. 


to over- 


(36) Smallwood v. Pearl Brewing Co., 489 F.2d 
579, 602 (Sth Cir.), cert. denied, 419 
U.S. 873 (1974). 


a ' ° > 
, 
) i 
‘ « 
’ , 
‘ * o, 4 4 
‘ es ' . 
es | « dea 


a 


‘ 


JA 747 


exposed, as he now envisions them, the alleged defic 


cics of the tender offe 


| 


e most of which were highLlishted 


and repeatedly brought to the notice of Armour share- 


helders during the course of the bitter str 


trol by Armour itself, the 


his suggestions of rewording would have required Cecneral 


Host to denigrate its very offer to shareholder: 


“Courts should tread lightly in imposing a duty of self- 


flagellation on offerors with respect to matters that 


arc known as well, or almost 
(37) 


While courts must 


is well, to the target com- 


pany 2 " 


rigidly enforce the require- 


ment that investors be 


fully and completely informed 


to material matters, there is no requirement that 


informa- 
tion already adequately disclosed be spoonfed to them. 
Under all the circumstances then existing, includ- 


ing the acknowledged hostility of Armour management, its 


mailings to sharcholders and its contemporanecus solici- 
tation of proxies for Armour's upcoming sharcholder meet- 


ing, the prospectus was not materially misleading on the 


prospect of General Host's eventually acquiring control 


of Armour after the exchange offer. 


(37) Missouri Portland Cement Co. v. Cargill, Inc., 498 


F.2d 851, &73 (2d Cir.), cert. denicd, 419 U.S, 


983 
(1974) 
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CONCLUSY() 


In rejec.ing plaintiff's claims, however vari- 


ously stated, concerning the 
the issues of cash flow and the p:z rte : ] } 


the Court is required to preserve a delicate balance be- 


‘ 
tween the nceds of Armour security holders for fair 


adequate disclosure « material facts necessary for an 


informed investment decision and the reed 1 a reason- ; 


able amount of discretion that offerors 


nust have if ‘ 
{ 

the making of exchange offers is not to degenerate into 
a game of "Russian roulette". It is wall to keep in } 
mind Judge FPriendly's characteristically cogent obser- ‘ 


vation: 


“Probabiy there will no more he a perfect 


tender offer than a perfect trial. Con- 


—— 
en et ee ee ee 


gress irtended to assure basic honesty 
’ 
t ' and fair dealing, not t impose an unreal- 
istic requirement ‘of laboratory conditions 


’ that might make [the Williams Act] a 


DO- 
tent tool for incumbent management to 
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DY >= 
tect its owm interests against the desiz 
and welfare of the stockholders. These 

considerations bear on the kind of judg- 


ment to be applied ... on the issue of 


Lee 


i 

materiality." (38) j 

: : enn ; 

(38) Electronic Specialty Co. v. International i 

4 Controls Corp., 409 P.2c 937, 948 (2d Cir. 
: 1969). 
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The General Host prospect may not have 


been pe: fect; no doubt it could have } en improved 


’ 
but it was not mtcriaily misleading. It did not 
misreprescat or state in a mi: leadina fashion, nor 
did it omit to disclose, any fact which might or 
would have heen important to the decision of a rea- 
sonable investor with regard to the exchana ffer. 


The foregoing, together wi 
Stipulated by the parties, shall constitute the 


Court's Findings of Fact and Conclusions of Law. 


Judgment my be entered for 


y the defendants, 
Dated: New Yor)., N. Y. EDWARD WEINFELD 
August 14, 1975 United States District Judce 
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Mat.” Wsourmern DISTRICT OF NEW YORK 
\ 


- -§ 
ALAd L. SPIELMAN, 


Plaintiff, 


iy -~against- 73 Civ 573/E.W. 

i 

'Gk JERAL HOST CORPORATION, RICHARD : ' 
j:;C. PISTELL, HARRIS J. ASHTON, FINAL JUDGMENT 

Cc. WHITCOMB ALDEN, JR., JOSEP 


DOWNEY, 


' 
iss BINNS, WILLIAM F. 
WILLIAM P., 


\)WESTON E. HAMILTON, 


|JHOWE, JR., J. ELROY McCAW, EDWIN —asughbte 
C. McDONALD, LESLIE W. SCOT’ wRrehilll CF 

ALLEN & COMPANY, INC., ALLEN % fo rune 

, ¢ COMPANY, KLEINER, BELL & CO., A 


i; INC., SEYMOUR M, LAZAR, EU 
| 


. | a) 4 ufs cs ’ 
ENE V. { Alig *+ 139 ni 
AANUS 5 y 


lore wy ANTTS wry 
; | KL IN, ALLEN MANUS, CE! \ ry o | 
j}tand GREAT AMERICAN INSURANCE woo CR ee A 
‘) — ’ “ eure” ‘ 
| Defendants. : 
' 
- =n om a ~ a . a = = _ = i = ~_ - _ =~ X ; 
, 
> 
a< ' 
o ty This action having b-oeen confirmed as a class action 
= id | 
/ : ’ . 
~ _|brought pursuant to Rule 23(b) of the Federal Rules of Civil 
() 
rs i's 
C. <4j/Procedure by Order dated April 2, 1974, as amended, which Order 
— 
=> was filed upon a stipulation of the parties dated March 26, 1974, 
<< { 
and thereafter notice of pendency of this actiuon having been ; | 
given by plai:tiff to members of the class described in said ; 
{ { 
jOrder as required by Rule 23(c) of the Federal Rules of Civil | | 
} 
procedure on or about June 4, 1974, 
i | 
ji And this action having thereafter come or for trial } { 
& a class action in which plaintiff sued as representative of { | 
1} | ‘ 
\\a class of plaintiffs consisting of: ! 
id 
' 
f | 
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+ 
(A) ‘Vinwer persons or entities who were P 
* 
record or luweflicial owners of Armour and . 
? 
Company securitivs, either common stock or , 
A 

convertible delentures, prior to July 29, 
» 

1968 and exchaijeod them for General Host 
Corporation debenturus and warrants pursuant 
J 
to an Exchanye Offer made in a prospectus ‘ 
issued by General Host Corporation under date ; 


of January 20, 1969 and which expired 
February 14, 1969, and who did not accept 
a cash tender offer of The Greyhound Corpora- i 
tion made January 27. 1969 and which expired 
February 13, 1969; 

(B) Those persons or entitivc» who purchasec ' 
or otherwise acquired Armour and Company securi- 


ties, wither common stock or converti»vle deben- i 


tures, between July 29, 1968 and February 14, 
1969, did not accept The Greyhound Corporation 
tender offer, and exchanged said Armour and 
Company securities for General Host Corporation 
debentures and warrants issued pursuant to the | 
said Exchange Offer; | 
(C) Those persons or entities who purchased 
x otherwise acquired Armour and Company securi-~ ' 
ties between July 29, 1968 and February 14, 1969 
and held them without tendering them to either { 
General sost Corporation or The Greyhound Corpora~ 


tion on or before February 14, 1969; who sustained 


cS ips (wee UA ee ee 


| 752 
( 
danoges:when thi_ Later sold or disposed of tueir securities at 

{ 

‘: lower prices or continued to hold them at lower values. 

If 

} - . . 

‘5 And the class of plaintiffs consisting of all tnose 


persons hereinabove-described other than 441 persons who timely 
reyuested to be excluded from the class, 
And this action having been tried ayainst the defendants 
, General Host Corporation, Harris J. Ashton, Weston E. Hamilton, 
C. Whitcomb Alden, Jr., Joseph |’. Binns, Leslie W. Scott, Richard 


C. Pistell, Allen & Company and Allen & Company, Lncorporated, 


And the parties being in agreement that there ure now 

! no other defendants remaining in this action and that there were 
1 no other defendants at the time of trial, 

! And the trial having been held on April 14, 15, 16 and 
27. 1975, before the Court, Honorable Edward Weinfeld, District 

iz Judge, presiding, and the issues having been duly tried, and the 


parties having stipulated to certain facts in the Pretrial Order 


‘| 

| aatea April 9, 1975, and upon consideration thereof, the Court 

| 

neem rendered and filed its opinion dated August 14, 1975, which 
‘ 


¥ 
| 


| conct+itutes the Court's findings of fact and conclusions of law, 
if 


cpinion, togsther with the stipulated facts referred to above, 


|) Pursuant 1 to Rule 52 of the Federal Rules of Civil Procedure, 

| IT If ORDERED AND ADJUDGED that fer all future 
es in this action, on appeal or ctherwise, the caption 
i 
‘' shall be amended to omit the names of ail persons named as defen- 
dants in the amended complaint except those defendants named above 
j' against whom this action was tried, 


AND IT IS FURTHER ORDERED AND ADJUDGED that the 


plaintiff and each member of the class as herein defined take 


<a et el 


~*~ 
o¥ 


PAS 


~ es 


ta 


>: 


4. 
iY 


~ 


if 
i} 


| 
| 


a oe 


ST 


eect a tC CO OCC 


Se re ee EE er ot a 


nothing, that the action be 
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dismissed on the merits as to all 


defendants and that the defendants recover of the plaintiff 


their costs of action. 


Dated: New York, New York 
August 77 « 1975 


é 


CONSENTED TO AS TO FORM: 


LOVEJOY, WASSON, LUNDGREN & 


Attorneys for Defendants General Host 
Corporation, Harris J. Ashton, Weston E. ; 


H itn, C. Whitcomb Alden, 


United States Diskrimt Judge 


Jags . 


ASHTON, ESQS. ' 


Jr., Joseph 


° jlte W. 
ig inns and Legite Sc t } 


\ 
ByX_ Aa 
A Member of the Firm 


HAVENS, WANDLESS, STITT & TI 


By 
ember of the Firm 


HOLYZMANN, WISE, SHEPARD, ES 
mae for Defendant Alle 


A Member iber of the the Firm 


} | t 


tutd 


GHE, ESQS:2 


Attorneys for De enda t Richard c. Pistell is 
: A —- 4) farng Yo eS { 


Qs. 
n & Company 


SHEA, GOULD, CLIMENKO, KRAME 
Attorneys for Defendant Alle 


a) : ie J V9 Fm 


Member /of the Fizm — Firm 


-4- ae : f ; 
“4 ay WEG IS A 4. aA oe : ovat ta) 


R & CASEY, ESQS. i 
n & Company, i 
i 
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Serer ~;~ or P 


peers 
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adh tn RS 
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UNIVED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ALAN L. SPIELMAN, 
Index No.73 Civ.573 (EW) 
Plaintiff, 
-against- NOTICE OF APPEAL 

GENERAL HOST CORPORATION, RICHARD 

C. PISTELL, HARRIS J. ASHTON, 

C. WHITCOMB ALDEN, JR., JOSEPH P. 

BINNS, WESTON E. HAMILTON, LESLIE 

W. SCOTT, ALLEN & COMPANY, INCOR- 

PORATED, AND ALLEN & COMPANY, 


Defendants. 


NOTICE IS HEREBY GIVEN that Alan L. Spielman, 
plaintiff above-named, hereby appeals individually, and on 
behalf of the class certified by the United States District 
Court for the Southern District of New York, to the United 
States Court of Appeals for the Second Circuit from those 
parts of the final judgment dated August 26, 1975 and en- 
tered August 27, 1975, which determined that the plaintiff, 
Alan L. Spielman, and each member of the class designated 
by the United States Pictrict Court for the Southern 
District of New York, ... e nothing, that the action be dis- 
missed on the merits as to the defendants, General Host 
Corporation, Harris J. Ashton, Weston E. Hamilton, C. 
Whitcomb Alden, Jr., Joseph P. Binns, Leslie W. Scott, 
Richard C. Pistell, Allen & Company and Allen & Company, 
Incorporated and that the said defendants recover of the 


plaintiff their costs. 
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Attached hereto as Exhibit "A" are the names and 


addresses cf the attorneys of record for each party. 


Dated: New York, New York 
September 23, 1975 


M}}.BERG WEISS 


7 Tu 
x; 
By A ie 


~K Member, sa a “Firm 
Attorneys for Plaintiff 
One Pennsylvania Plaza 
New York, New York 10001 
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MILBERG & WEISS, ESQS. 
Attorneys for Plaintiff 
Alan L. Spielman 

One Pennsylvania Plaza 
New York, New York 10001 


LOVEJOY, WASSUN, LUNDGREN & ASHTON, ESQS. 
Attorneys for Defendants Gene: al tiost 
Corporation, Harris J. Ashton, 
C. Whitcomb Alden, Jr., 
Leslie W. Scott and Weston EE. Hamilton 
250 Park Avenue 
New York, New York 10017 


HOLTZMANN, WISE & SHEPARD, ESQS. 
Attorneys for Defencants Allen & Co. 


30 Broad Street 
New York, New York 10004 


SHEA, GOULD, CLIMENKO, KRAMER & CASEY, ESOS 
330 Madison Avenue 
New York, New York 10017 and 


HARVEY J. GOLDSCHMID, ESO. 
435 West 116th Street 
New York, New York 10027 
Attorneys Le De fendan Allen & Co., Inc. 


HAVENS, WANDLESS, STITT & TIGHE, ESQS. 
Attorneys for Defendant Richard C. Pistell 
99 Park Avenue 

New York, New York 10016 
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Accounting Research Bulletin No 51 


CONSOLIDATED FINA 


PURPOSE OF CONSOLI 


T! ¢ purpose of consolidated statements 
qeesent primarily for the benefit of the 
ers and creditors of the parent 
the results of operations and the 
ai position of a parent company and 
aries essentially as if the group 


» single company with one or more 


NCIAL STATEMENTS 
AUGUST, 1959 


DATED STATEMENTS 


branches or divisions. There is a presump- 
tion that consolidated statements are more 
meaningful than separate statements and 
that they are usually necessary for a fair 
presentation when one of the companies in the 
group directly or indirectly has a controlling 


financial imterest m the other companies 


CONSCLIDATION POLICY 


eee 
f%e usual condition for a controlling 

. «cal interest is ownership of a majority 
wnterest, and, therefore, as a general 

rship by one company, directly or 

rctly, uf over fifty pes cent of the out- 
voting shares of another company 

. iition pointing toward consolidation 
ever, there are «xceptions to this gen- 

c. For example, a subsidiary should 

« consolidated where control ts likely 

het ry, or where it does not rest 

. the majority owners (a5, tor instaice, 
. ¢ the subsidiary is in legal reorganiza- 


t m bankruptcy). There may also be 

+ ons where the minority interest in the 
atv is so large, in relation to the 
. » «+f the sharcholders of the parent in 
«~ridated net assets, that the presenta- 

t separate financial statements for the 
enpanies would be more sningful 

‘ etul. However, the fact that the sub- 


*y bas a relatively large indebtedness to 

ers or others is not in itself a valid 

t for exclusion of the subsidiary 

lulation. (Also, see Chapter 12 

inting Research Bulletin No. 43 for 
catment of foreign subsidiaries.) 


' lee 
deciling upon consolidation policy, 


1 should be to make the financial 
sion which is most meaningtul in 
* «reumstances The reader should be 
4 «¢% «furmation which is suitable to his 
», but he should not be burdened with 
‘re sary detail. Thus, even though a 
‘ » + Lcompanies is heterogeneous in char- 
+ ‘er ut may be better to make a full con 
® ation than to present a large number of 


CONSOLIDATION PR 

In the preparation of consolidated state- 
**, imterecompany balances and trans- 
, vuld be eliminated. This includes 

‘<.juty Open account balances, security 


\! B Accounting Principles 


{ statements. On the other hand 
separate statements or ombined statement 
preferable for a subsidiary or 


bsidiaries if the presentation of financial 


group 


information concerning the particular activ- 


of such subsidiaries would be more in 


ities 

rmative to shareholders and creditors o! 
the parent company than w id the inclu 
sion of such subsidiaries in the consolida- 


tion. For example, separate statements may 


be required for = subsidiary whic h is a ban! 


sf nce company and may be pre- 


ferable for a finance comp 
ibsicdiari are en- 


ny where ti 


parent and the other 
gaged in manufacturing operations 

4. A difference in fiscal periods of a 
parent and a subsidiary does not of itself 
justify the exclusion of the subsidiary trom 
consolidation. It ordinarily is feasible for 


the subsidiary to prepare, for consolidation 


purposes, statements for a perio ich cor- 
responds with or closely appt ves the 
fiscal period of the parent. How where 


the difference is not more than about three 
months, it usually is acceptable to use, for 
consolidation purposes, the subsidiary’s state 
ments for its fiscal period; when this ts done, 
recognition should be given by use losure or 
otherwise to the effect of intervening e ents 
which materially affect the financial position 
or results of operations 

S$. Consolidated statements shoula disclose 
the consolidation policy which is beins fol 
lowed. In most cases this can be made ap- 
parent by the headings or other miormation 
in the statements, but in other cases - foot- 


note is required 


OCEDURE GENERALLY 
holdings, sales and purchases, interest, div- 
idends, ete. As consolidated statements are 
hased on the assumption that they represent 
the financial position and operating results 
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PLAINTIFF'S EXHIBIT NU. 4: 


PATTERSON MEMO TO ALLEN, DATED AUGUST 6, 1968 


vA 761 


Nervert Ajlea, Jr. . 


August 6, 1968 


COWFZIDENTIAL 
These are my thoughts for yous eyes only with 

respect to the situati 

working. 


on on which you are currently 


If I personally have learned any lesson From 


foa kvan's efforts it is 


in the sense tr2t 


Gene Kiein’s eftorts and from 
thet the whole approach has been wrong 
they have not “lincd 

Henry Harris, of Harz 

key people in the Great frerican situation, When L praise 
} 1 to the sky saying that he was forth<3; 

‘lean president he had taken the posi- 


i 
° ' 4 . 
their ducks up” first. Spc 
rj 


s Upham, has got to he one o 


we 


of 
advise the Grest Amer 

tion in the stock before it was publicly snvounced, Harris 
rejoinder was “that is true but he didn't sey why". 

Evans is in a cJess by himself because he aggravates poeple 
befure he starts. 


LEssow 2} 


uz. xc ousht to go «11 cut 


10 pcs and paans for 


When Dict: approaches Pri: 
and te}) him everything including his 
the future. 


~~ 


LESSON 32 


A Jot of preliminary research showle Se Core With 
respect to finding out as much as one can shout } mn as 
person. 1 know you hrve done this a little bit lrcadyv but 


yeu alse should find out who his close bank connections ne, 


who his close social connections are, what interests be has 


etec., etc. 


tt 
}¢ 
}" ‘ 
; ' 
ri; 
bu 
Pr 
a i 
Lt 
co 
pl 
P 
bai 
Go 
a4 
yi 
is 
¢ 
| I 
cane 
‘ 


ov ) 
but J 
Lelp 
to co 
L 
bro! 
bu 
it on 
if yo 
to m 


: 
d you 1 coula 
ro this. ] 
4 ‘ 
pK ni i] 
é nition } 
fi hi Ss 3 
e's inte r; 
Imical kis ot 
Gene Klein. 
USION #1 
Inles ‘ 
to find out j 
lal « Ly 
he uses, W 
ArmeJ wit 
him the wi 
tter then ! 
} key pe »] 
| 
Yruent < ir 
Oo companics \ 
WSION V3 
As OOWn a 
Ld , i, ‘ 
LC , Los VU 
‘ 
yall 9 , 
raing yt i 
\ uld le re 
ul referc S. 
;{ t % ila 
> 
‘ ( 7 
ner 
{ Lo i ( 
Vour ove j 
! rca d { 
i tne ct 
that pri i 
7 
¢ 


Oo} 


1 
1 
‘ 
Cir 
Ia 
oC 
} 
cif 
Th 
nce 
! 


‘losect 1 
Lit cl mAy 
Vint ; iy 
ec ¢ Liing 
noush you 

H } 

tally wh 

. , 

‘ 1Tit { 
} ct ri 
l L¢ ! l 

‘ ' . 

‘ io 
ing ti j 

\ < ) 


Ltn 
) 
th ¢t 
if ; 
‘ 
case 


> 
nec 
) 
corp? 


Tit 
if 
LOCK 
i" 
‘ . 
} 
‘ 
} ( 
] 
% 


Lice 
4 ‘; , 
jj) * ‘ > 
wway, 
‘ ve 
C1071 of 
‘ 
ty 


~~ 


JA 763 


a % 


JA 7630 


PLAINTIFF'S EXHIBIT NO. 21(A): 


AFFIDAVIT OF HARRIS J. ASHTON, DATED JANUARY 
27, 1969 (pp. 60-61 of Appendix in U.S. v. 


: _SWIFT_& COMPANY) 5 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF ILLINOIS 
EASTERN DIVISION 


{Caption Omitted in Printing] 


AFFIDAVIT OF Harris J. ASHTON IN OPPOSITION TO 
GOVERNMENT’S PETITION FOR AN INJUNCTION 


STATE OF NEw YorRK ) 
) ss: 
COUNTY oF NEw York ) 


HARRIS J. ASHTON, being duly sworn, deposes and 
says: 


1. I am President of General Host Corporation 
(hereinafter referred to as “General Host”), 245 Park 
Avenue, New York City, the subject of the pending peti- 
tion herein. 

2. I make this affidavit in opposition to the motions 
by the Government for a temporary restraining order 
and an injunction enjoining General Host from com- 
mencing its proposed exchange offer for shares of com- 
mon stock of Armour and Compuny (hereinafter referred 
to as “Armour”) and enjoining General Host from the 
acquisition of any additional shares of Armour’s com- 
mon stock by any other means. The Government alleges 
that General Host’s proposed exchange offer would vio- 
late the terms of the Final Decree herein entered on 
consent against Armour and the other defendants on 
February 27, 1920 (hereinafter referred to as “Packers’ 
Consent Decree”). General Host was not a party to this 
Packers’ Consent Decree nor has General Host ever 
been a party to this proceeding at any time either prior 
to entry of the Decree or during the forty-nine years 
subsequent thereto. 

3. General Host made its initial purchase of 150,000 
shares of Armour common stock from Gulf & Western 
Industries, Inc. in August, 1968. In October, 1968 Gen- 
eral Host purchased Gulf & Western’s remaining interest 
consisting of 600,000 shares of Armour common stock. 
During November, 1968 General Host purchased addi- | 


plaintiff their costs. 
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tional Armour stock ox the open market, and as of De 
cember 2, 1968, General Host owned 1,002,500 shares of 
Armour common stock, aggregating approximately 
16.5% of the total issued and outstanding shares. Gen- 
eral Host has made no purchases of additional Armour 
stock, directly or indirectly, since December 2, 1968. 

4. General Host intends to make its exchange offer to 
holders of Armour common stock in the hope of acquiring 
a controlling stock interest in Armour. General Host is 
interested in acquiring a controlling stock interest in 
Armour because it believes that Armour can become con- 
siderably more profitable for its stockholders than it 
he: been during the past several years. 

5. Not only is it clear that General Host is not a 
a party to the Packers’ Consent Decree, but it is equally 
ait clear that in making its proposed exchange offer to 

Armour common stockholders, General Host is not acting 

in concert with Armour’s present management. Instead, 

it is acting conirary to its expressed wishes. Mr. Wil- 

liam Wood Prince Armour’s Chairman and Chief Execu- 

tive Officer, has openly and publicly opposed any attempt H 

by General Host to obtain a controlling stock interest in 

Armour and has mounted an extensive publicity cam- | 

paign against General Host’s exchange offer. Full page | 

advertisements »f a letter by Mr. Prince to Armour 

stockholders opposing General Host’s offer appeared in 

the Wall Street Journal on January 9, 1969 and in the 

New York Times on January 10, 1969. A copy of this 

advertisement from the Wall Street Journal is attached 

hereto as Exhibit A. I am informed and believe that in 

addition to the two newspapers mentioned, other news- 

papers across the country recently published Mr. Prince’s 

advertisement. | 
6. Not only do the foregoing advertisements indicate 

the strength of Armour management’s opposition to Gen- 

eral Host, but other reports, such as the ones published 

in the Wall Street Journal on December 13, 1968 and on 

October 23, 1968 (copies of which are attached hereto | 

as Exhibits B and C, respectively), have also made its 

opposition open and notorious. Armour’s opposition to 

General Host, however, docs not arise from any personal 
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contacts. I have never communicated in any way with 
Armour’s management concerning the exchange offer. 
So far as I know, there have been no such communica- 


tions by anyone else ve resenting Gencral Host, except 
requests to use Armou~’s financial statements as required 
by the Securities and Exchang mmission and requests 


for stockholder lists. 

7. The Government’s application for an order re 
straining General Host’s proposed exchange offer should 
be denied at this time as premature. The Government 
alleges that control of Armour by General Host is pro- 
hibited by the Packers’ Consent Decree and that such 
control is imminent. In fact, however, control of Armour 
by General Host is far from imminent and it may never 
occur, Although General Host is currently Armour’s 
largest stockholder, its present ‘holdings do not give it 
control of Armour and are suflicient only to enable it to 
obtain minority representation on Armour’s Board of 
Directors. This point is explained in more detail later in 
this affidavit. 

8. General Host has not purchased any additional 
stock in Armour since early December, 1968, and pres- 
ently has no plans to increase its stockholders in Armour 
by any means other than the proposed exchange offer. 
Thus, General Host cannot and will not acquire a contre! 
ling stock interest in Armour unless and until Genoral 
Host’s exchange offer is accepted by a suflicient number 
of Armour’s present stockholders. General Host be- 
lieves that, because of the stockholdings and position of 
Armour’s present management, nothing less than a ma- 
jority of all of Armour’s issued and outstanding common 
stock would enable General Host to exercise control of 
Armour. 

9. If General Host’s exchange offer is unsuccessful, 
that is, if the number of shares tendered is insufficient 
to bring General Host’s total holdings up to a majority 
of Armour’s stock, General Host will decline to accept 
any of the tendered shares. Thus, until the outcome of 
the exchange offer is known and unless the offer is suc- 
cessful, there can be no question of control] of A ur by 
General Host. Therefore, there would appear ‘4 be no | 
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question for this Court to decide until the result of the 
exchange offer is known, and General Host’s decision is 
made. In this connection it should be emphasized that 
neither General Ilost nor anyone else can possibly know 
what the results of the exchange offer will be until the 
close or neur the close of the period of the offer. General 
Host expects to commence the exchange offer late in 
Januar’, 1969 and to continue it for two or three wecks. 
In com arable exchange offers, it is custemary for most 
people to wait until the offer is almost due to expire 
before deciding whether to accept it. Thus, it will be 
after the middle of February, 1969 before anyone can 
know whether or not General Host will acquire any 
additional Armour stock. 

10. Even if General Host acquires a controlling stock 
interest in Armour through its exchange offer, it does 
not appear possible under Armour’s present Certificate of 
Incorporation and By-Laws, for General Host to elect a 
mjority of Arinvur’s directors at the 1969 Annual Meet- 
ing which is presently scheduled {o be held February 21, 
1969. It may not be possible for General Host to control 
Armour by electing a majority of its directors prior to 
the 1970 Annual Meeting 

11. Armour’s Certificate of Incorporation and By- 
Laws (copies of which are a‘tached hereto as Exhibits 
D and FE, respectively) provide that the Board of Direc- 
tors shall consist of seventeen persons divided inte three 
classes. Fach director has a three-year te:m of office. 
Six directors are due to be elected in 1969, five in 1970 
and six in 1971. The Certificate and By-Laws also pro- 
vide for cumulative voting for directors. Assuming that 
all of the 6,095,000 presently outstanding shares are 
voted, the following number of shares are “led to elect 
the following number of directors in 1989: 


Number of Directors Shares Necded 


£64,259 
1,728,513 
2,592,769 
~ 157,024 
4,321,280 
6,185.536 


anrk ON 


© / 
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From the foregoing calculation it can -e seen that Gen- 
eral Hosi’s present holdings of just over 1,000,C00 shares 
of Armour stock are sufficient to guarar‘ee election of no 
more than one director in 1969. At most, two directors 
might possibly be lected by General Host if some of 
Armour’s stockholders do not vote. f 

12. Moreover, only six of Armour’s present seventeen 
directors are standing for election at the forthcoming 
Annual Meeting. Therefore, even if every presently 
outst’ ding share of Armour stock were tend<--4, it 
does not appear presently possible for General Tlosi to 
elect more than six directors out of seventeen ir 1/69. 
Of course, it is highly us ‘ikely that all outstanding siock 
will be tenders’ “ertain.y, General Host has no ~eason 
to suppose the: Arimour’s present management will ten- 
der its stock. ‘' .erefore, realistically, General Host can- 
not expect to 6 'n enough stock to elect 1nore than four 
or possibly five directors at the 1969 Annual Meeting, 
even if General Host obtains valid proxies to vote the 
stock from all persoas who tender to it. 

13. Net only may General Host have only a minority 
position on Armour’s Board during 1969 regardless of 
the extent of its ownership of Armour stock, but in 
addition, General Host may very well have no repre- 
sentative at all on the Executive Committee of the Board. 
Armour’s By-Laws provide for an Executive Committee 
which is elected by the directors and which presently con- 
sist of eleven of the seventeen directors, including the 
Chairman and the President. This Executive Committee 
may exercise most of the powers of the Board of Direc- 
tors in the management of the business and affairs of 
Armour, including the hiring and fi.ing of employees. 
The present management clearly conirols the members 
of the Board and the Executive Committee, 

14. So long as the present management retains a 
majority position on the Board of Directors and the Ex- 
ecutive Committee, it can continue to control and op- 
erate Armour for a considerable period of time. Thus, 
even assuming that General Host acquires a maiority 
stock interest in Armour throur the exchange offer, it 
may. control Armour for a considerable time. 
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15. The present exchange offer will not result in any 
merger or consolidation of General Host and Armour, 
and no approval! for any such merger has been sought 
from the stockholders of either Company. Even if Gen- 
eral Host’s exchange offer is successful, Armour will still 
be engaging in the same businesses in which it is now 
engaged and General Host wil) continue to engage sepa- 
rately in its present businesses. No merger of the assets 
and businesses of the two corporations could possibly 
take place for a considerable time because the stockhoid- 
ers of both corporations would have to approve any such 
proposals by two-thirds vote at meetings called for the 
purpose upon notice as required by Delaware and New 
York law. 

16. Armour and General Host will continue to be 
operated as separate companies, each for the benefit of 
its respective stockholders. Armour will continue to be 
subject to the provisions of the Packers’ Consent Decree 
and General Host, once its representatives assume actual 
control of Armour, will be obliged to, and will see, that 
Armour does not engage in businesses forbidden to it by 
the Decree. 

17. In this respect, from the point of view of com- 
pliance with the Packers’ Consent Decree, there is no 
difference between control of Armour by General Host 
and the present contro! of Armour by Mr. Prince and 
his associates. Armour is forbidden by the Decree ‘; ara- 
graph Second) from owning any interest in a public 
stockyard, and Armour was required (Paragraph Tenth) 
to divest itself of the stock in‘ ‘rest it owned in the prede- 
cessor of The Union Stock Yard and Transit Company 
of Chicago. evertheless, as pointed out in the accom- 
panying affidavit of James H. Kelley, Esq., verified the 
20th day of January, 1969, Mr. Prince and his associates 
who presently control Armour also own, directly and in- 
directly, all the stock of The Union Stock Yard and Tran- 
sit Company of Chicago, a posted public stockyard and, 
indeed, one of the stockyard interests of which Armour 
was required to dives* itself. Thus, although the De- 
cree forbids Armour from directly or indirectly owning 
an interest in a public stockyard, it has never been con- 
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strued to forbid the controlling stockholders of Armour 
from engaying in a business forbidden to Armour. 

18. For the reasons stated above, no prejudice to the 
Government’s position in this matter will occur by rea- 
son of General Host’s exchange offer. On the other hand, 
an injunction which makes it impossible for General Host 
to proceed with its exchange offer in the near future 
will cause General Host irreparable damage. Part of 
this damage consists of the out-of-pocket expenses that 
General Host has paid and incurred in connection with 
the preparation of its exchange offer. Even more sig- 
nificant, however, are the attempts that have been made 
and are being made by Armour’s present management to 
dilute General Host’s stock interest in Armour through 
the issuance of additional shares. Any large dilution in 
the percentage of Armour stock owned by General Host 
will make any exchange offer at a later time, after litiga- 
tion, much more difficult and perhaps will prevent it en- 
tirely. This is so because it would be both more difficult 
and more expensive to obtain 51% of a larger number of 
Armour shares, 

19. To date Armour has proposed the acquisition of 
two companies in exchange for Armour common stock. 
The first proposed acquisition was of Williams Brothers 
Company in December, 1968. This proposed transaction 
was widely regarded as an effort by Armour’s present 
management to escape from General Host by diluting its 
interest (see, for example, Exhibit B attached hereto 
which is subtitled “Packer Apparently is Trying to Elude 
General Host by Diluting Food Firm’s Block—V. .lliams 
Friendly to Offer’). 

20. On behalf of G»neral Host, I addressed a letter 
to each member of Armour’s Board of Directors dated 
December 20, 1968 (a copy of which is attached hereto 
as Exhibit F) asking several questions «bout Williams’ 
operations. General Host regarded the proposed trans- 
action as being unfavorable to Armour’s stockholders. 
No reply to this letter was ever received. On December 
30, 1968, however, Armour announced that the proposed 
deal had been cancelled. 
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21. Shortly thereaft -, on January 3, 1969, the Chair- 
man of Klarer of Kentucky, Inc., a regional meat packer 
located at Louisville, Kentucky, anr~inced that Klarer 
and Armour were negotiating for the sale of Klarer’s 
stock to Armour in exchange for Armour common stock 
having an approximate market value of $75 for each 
Klarer share. This amount of Armour stock for each 
Klarer share appears excessive in view of the reports by 
National Quotations Service that the market price of 
Klarer stock during the last two years has ranged be 
tween $20 and $23 per share. In addition, Klarer’s 
1968 sales declincd 6% from 1967 and 219% from 1966 
and operating results from net income of $803,000 in 
1964 to a net loss of $531,000 in 1968. So far as I know 
this proposed acquisition by Armour remains pending. 

22. The two proposed acquisitions by Armour men 
tioned in the preceding paragraph are the only acquisi 
tions that have so far come to our attention. Report: 
have reached us from time to time that Armour’s present 
management is very anxious to avoid control by General 
Host. Since Armour’s present management has already % 
sought possible acquisitions in exchange for Armour 
stock, there is every reason to suppose that they will con 
tinue to look for future acquisitions to dilute General 
Host’s interest and perpetuate thei own control of Ar 
mour. 

23. In addition to its efforts to dilute General Host’s 
position, Armour’s management has also used Armour’s 
financial power to interfere with Genera) Host’s relations 
with banks that have loaned money to General Host in 
the past or that micht lend money to it in the future 
As part of its cainpaign to intimidate banks, Armour 
sent letters, such as the one dated November 12, 1968, to 
Mr. Harry J. Volk, President of Union Bank, Los An- 
geles, California, a copy of which together with enclosure 
is attached hereto as Exhibit G. Union Bank has loaned 
money to General Host in the past and made a loan in 
connection with General Host’s purchases of Armour 
stock during November, 1968. The only purpose of this 
letter and similar communications to other banks is to 
attempt to discourage them from doing business with 
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General Host. No doubt these efforts and similar efforts 
have contin ed and will continue if the exchange offer 
is enjoined and General Host’s efforts to gain a control- 
ling position in Armour are frustrated. 

24. Armour can, of course, bring significant financial 
pressure to bear in Chicago in this connection. It is 
interesting to note that General Host has been unable to 
find a single Chicago bank willing to act as forwarding 
agent for Armour’s stock in connection with General 
Host’ exchange offer. General Host’s banks approached 
several of the larger Chicago banks in an attempt to 
locate a forwarding agent, but each bank declined to act. 


/s/ Harris J. Ashton 
HARRIS J. ASHTON 


[Affidavit Omitted in Printing] 
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our opinion wh_n we proceed to take all the steps involved 
in electing directors, as long as they ere in this grocery 
business we are subjecting ourselves to possible contempt. 
When they get control here, and they are stil) engaged in 
the grocery business, we are putting together a combina- 
tion of two corporations, one of which is in the meat 
{fol. 25) business, one of which is in the grocery business 

Now I submit, your Honor, that that is simply circum- 
venting the decree. 

If we ourselves form a holding company and formed a 
corporation to engage in the grocery business, I think 
there would be no question this decree would apply to 
that conduct on our part. Now this accomplishes *he 
same result 3y rneans of this tender offer they get con 
tro} of Armour and you have a combination, a unit, an 
economic unit engaged in both businesses, and that cir 
cumvents and frustrates the decree. 

Now that is our position, your Honor, and we there 
fore support the government in the position that this 
tender offer should be enjoined since their obvious pur- 
pose is to obtain control of Armour. 

THE COURT: Does anyone else desire to be heard? 

MR. JENNER: General Host doesn’t wish to be re 
spond, your Honor, other than to advise your Honor that 
this is a staggered board and neither at the next annual 
meeting or the one following would any such alleged con- 
trol be obtained. 

(fol. 26] THE COURT: I see some lawyers in the 
courtroom who have been interested in this case, the old 
case; I would be glad to hear from anyone. 

By the way, does the government wish to comment on 
anything that has been said here by Mr. Hodson? 

MISS LINGREEN: No, your Honor. 

THE COURT: Or anything else? 

MISS LINGREEN: No. 

THE COURT: I will give yon one final opportunity 
to be heard. 

MISS LINGREEN: All that I want to say is that a: 
to your Honor’s reference to the fact that there are other 
attorneys in the courtroom who represented the meat 
packers at the time of the modification hearing, of course 
they are interested now because if it turns out 
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IN THE SUPREME COURT 
OF THt DISTRICT OF COLUMBIA 


In Equity, No. 37623 


UNITED STATES OF AMERICA, PETITIONER 
v. 
swier & COMPANY, ARMOUR AND COMPANY, Morris & 
COMPAN Witson & Co., Inc., 2nd THE CUDAHY 
PACKING MPANY, ET AL., DEFENDANTS 


PETITION 


To the UDGES OF THE SUPREME COURT 
OF THI rRICT OF COLUMBIA, sitting in 

Y Ly 
The | ted § tes of America, by John E. Laskey, 
its attorney for said district, and by Isidor J. Kresel, 
John H. Atwoo nd Joseph Sapinsky, special a tants 


to the Attorney General, they being severally duly au 
thorized to act in d capacities by proper lawful au- 
thority, acting under the direction of the Attorney Gen 
eral of the | ted State brings this ] roceeding in equity 
against Swift and Company, a ec: rporation organized 
under the la of the State of lilinois; Armour and 
Company, a corporat organized under the laws of the 
State of Illinois; Morris & Company, a corporation or- 
ganized under the laws of the State of Maine; Wilson 
& Co. (Inc.), a corporation organized under the laws of 
the State of New Yorl he Cudahy Packing Company, 
a corporation organized under the laws of_the State of 
Maine~(these corporations are hereinafter referred to as 
the parent companies), and the following-named corpo 


rations and individuals, to wit: 


Corporations 


Armour & Company, * orporation organized and exist- 
ing under the laws of tus State of New Jersey; Armour 
& Company, a corporation organized and existing under 


the laws of the State of Kentucky; Armour & Company, 
a corporation organized and existing under the laws of 
the State of Texas; Armour & Company (Ltd.), a cor- 
poration organized and existing under the laws of the 
State of Louisiana; The Anglo American Provision Com- 
pany, a corporation organized and existing under the 
laws of the State of Illinois; The Colorado Packing and 
Provision Company, a corporation organized and existing 
under the laws of the State of Colorado; Fowler Packing 
Company, a corporation organized and existing under 
the laws of the State of Maine; Hammond Packing Com- 
pany, a corporation organized and existing under the 
laws of +’ > State of Illinois; The New York Butchers 
Dressed Meat Company, a corporation organized and ex- 
isting under the laws of the State of New York; Atlantic 
Hotel Supply Company, (Inc.), a corporation organized 
and existing under the laws of the State of New York. 


SWIFT DEFENDANTS 


Corporations 


Swift & Company, a corporation organized and exist- 
ing under the laws of the State of West Virginia; Swift 
& Company (Inc.), a corporation organized and existing 
under the 'aws of the State of Kentucky; Swift & Com- 
pany (Ltd.), a corporation organized and existing under 
the laws of +ie State of Louisiana; Swift & Company, 
a corporation organized and existing under the laws of 
the State of Maine; Swift Beef Company, a corporation 
organized and existing under the laws of the State of 
Maine; United Dressed Beef Co. of New York, a corpo- 
ration organized and existing under the laws of the 
State of New York; J. J. Harrington & Company (Inc.), 
a corporation organized and existing under the laws of 
the State of New York; Bimbler Company, a corporation 
organized and existing under the laws of the State of 
New Jersey; The G. H. Hammond Company, a corpora- 
tion organized and existing under the laws of the State 
of Michigan; Omaha Packing Company, a corporation 
organized and existing under the laws of the State of 
Kentucky; Plankinton Packing Company, a corporation 
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organized and existing under the laws of the State of 
Wisconsin; Sturtevant & Haley Beef & Supply Company, 
a corporatica organized and existing under the laws of 
the State of Massachusetts; E. K. Pond Packing Com- 
pany, a corporation organized and existing under the 
laws of the State of Illinois; Van Wagenen & Shickhaus 
Company, a corporation organized and existing under 
the laws of the State of New Jersey Western Packing 
Company, a corporation organized and existing under 
the Jaws of the State of Colorado; Hammond Beef Com- 
pany, a corporation organized and existing under the 
laws of the State of Michigan; Omaha Meat Company, 
a corporation organized and existing under the laws of 
the State of California; A. Canfield Commission Com- 
pany, a corporation organized and existing under the 
laws of the State of New Jersey; H. C. Derby Company, 
a corporation organized and existing under the laws of 
the State of New York; Metropolitan Hotel Supply Com- 
pany, a corporation organized and existing under the 
laws of the State of Maine; Vermont Supply Company, 
a corporation organized and existing under the laws of 
the State of Massachusetts; The Hetchkiss Beef Co., a 
corporation organized and existing under the laws of the 
tate of New York; F. & C. Crittenden Company, a cor- 
poration organized and existing under the laws of the 
State of New York; George Nye Company, a corporation 
org:nized and existing under the laws of the State of 
Massachusetts; H. L. Handy Company, a corporation 
organized and existing under the laws of the State of 
Massachusetts; Swift Coates Company, a corporation 
organized and existing under the laws of the State of 
Massachusetts; New England Dressed Meat & Wool Com- 
pany, a corporation organized and exiting under the laws 
of the State of Maine; North Packing & Provision Com- 
pany, a corporation organized and existing under the 
laws of the State of Maine; The Sperry & Barnes Com- 
pany, a corporation organized and existing under the 
laws of the State of Connecticut; John P. Squire & 
Company, a corporation organized and existing under 
the laws of the State of Maine; John P. Squire & Com- 
pany (Inc.), a corporation organized and existing under 
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the laws of the State of Massachusetts; John P. Squire 
& Company Incorporated, a corporation organized and 
existing under the laws of the State of Rhode Island; 
Springfield Provision Company, a corporation organized 
and existing under the laws of the State of New Hamp- 
shire; White, Pevey & Dexter Company, a corporation 
organized and existing under the laws of the State of 
Maine. 


MORRIS DEFENDANTS 


Corporatior’ 


Morris Packing Company, a corporation organized and 
existing under the laws of the State of Maine; Morris 
& Company, a corporation organized and existing under 
the laws of the State of New Jersey; Morris & Company, 
a corporation organized and existing under the laws of 
the State of Louisiana; Morris and Company, of Penn- 
sylvania, a corporation organized and existing under the 
laws of the State of Pennsylvania; Joseph Stern & Sons 
(Inc.), a corporation organized and existing under the 
laws of the State of New York; Brooklyn Becf & Pro- 
vision Co., a corporation organized and existing under 
the laws of the State of New York; Condit Beef & Pro- 
vision Company, a corporation organized and existing 
under the laws of the State of New Jersey; Corwin, 
Wilde Company, a corporation organized and existing 
under the laws of the State of Massachusetts; Donnelly 
& Company (Inc.), a corporation organized and existing 
under the laws of the State of Massachusetts; National 
Hotel Supply Company, a corporation organized and ex- 
isting under the laws of the State of Illinois; Chamber- 
lain & Company (Inc.), a corporation organized and 
existing under the laws of the State of Massachusetts; 
J. M. Wilson Company, a corporation organized and e* 
isting under the laws of the State of Massachusetts, 
Middletown Beef & Provision Company, a corporation 
organized and existing under the laws of the State of 
Massachusetts; Glenn & Anderson Co., a corporation or- 
ganized and existing under the laws of the State of 
Illinois. 
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WILSON DEFENDANTS 


Corporations 


Wilson & Co., a corporation organized and existing 
under the laws of the State of New Jersey; Wilson & 
Co. (Inc.), a corporation organized and existing under 
the laws of the State of Nevada; Wilson & Co. (Inc.), 
of Louisiana, a corporation organized and existing under 
the laws of the State of Louisiana; Wilson & Co. (Inc.), 
of Oklahoma, a corporation organized and existing under 
the laws of the State of Oklahoma; South Dakota Provi- 
sion Co., a corporation organized and existing under the 
laws of the State of South Dakota; Gotham Hotel Supply 
Co. (Inc.), a corporation organized and existing under 
the laws of the State of New York; Standard Beef Co., 
a corporation organized and existing under the laws of 
the State of New York; Stiefel-O’Mara Co. (Inc.), a 
corporation organized and existing under the laws of the 
State of New York; Drexel Packing Co., a corporation 
organized and existing under the laws of the State of 
Illinois; Albert Lea Packing C (Inc.), a corporation 
organized and existing under the laws of the State of 
Virginia; Mississippi Packing Co. (Inc.), a corporation 
organized and existing under the laws of tne State of 
Virginia; Morton-Gregson Co., a corporation organized 
and existing under the laws of the State of Delaware; 
Paul O. Reymann Co., a corporation or ranized and ex- 
isting under the laws of the State of West Virginia; 
Standard Provision Co., a corporation organized and ex- 
isting under the laws of the State of New Jersey; Cen- 
tral Products Corporation, a corporation organized and 
existing under the laws of the State of Virginia. 


CUDAHY DEFENDANTS 
Corporations 
Cudahy Packing Company of Nebraska, a corporation 
organized and existing under the laws of the State of 


Nebraska; Cudahy Packing Company of Alabama, a cor- 
poration organized and existing under the laws of the 


‘ 
“* 
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State of Alabama; Cudahy Packing Company of Lousi- 
ana (Ltd.), a corporation organized and existing under 
the laws of the State of Louisiana; Nagie Packing Com- 
pany, a corporation organized and existing under the 
laws of the State of New Jersey. 


OTHER DEFENDANTS 


Corporations 


Western Meat Company, a corporation organized and 
existing under the laws of the State of California; Oak- 
land Meat & Packing Company corporation organized 


and existing under the laws of the State of Calif rnia; 


] 


Nevada Packing Company, a corporation organized and 
existing under the laws of the State of Nevada. 
These corporations are hereinafter referred to as th 


subsidiaries defendants. 
ARMOUR DEFENDANTS 
Individuals 
J. Ogden Armour, Charles W. Armour, A. Watson 
Armour, Laurence H. Armour, Arthur Meeker, Robert 
J. Dunham, F. Edson White, George M. Willetts, Fred 
erick W. Croll, George B. Robbins. 
SWIFT DEFENDANTS 
Indiviwais 
Louis F. Swift, Edward F. Swift, Charles H. Swift, 
Gustavus F. Swift, Jr., Harold H. Swift, Alden B. Swift, 
George YH. Swift, Laurence A, Carton, Frank S. Hay- 
ward, Charles A. Peacock, Wilfred W. Sherman, Welling- 
ton Leavitt, John M. Chaplin, William B Traynor. 
MORRIS DEFENDANTS 
Individuals 


Edward Morris, Nelson Morris, Louis H. Heymann, 
Charles M. Macfarlane, Harry A, Timmins. 
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WILSON DEFENDANTS 
Individuals 


Thomas E. Wilson, A’ r Lowenstein, Jacob Moog, 
Vonce De Leon Skipworth, Arthur L. Smith, James A. 
Hamilton, George D. Hopkins, Adolph %. Peterson, 
George H. Cowan, William C. Buethe, Carl F. Burrell, 
james C. Good. 


CUDAHY DEFENDANTS 


Individuals 


Edward A. Cudahy, Sr., Edward A. Cudahy, Jr., Guy 
C. Shephard, John E. Wagner, Andrew A. Anderson, 
Emil] A. Strauss 


, Frank E,. Wilhelm, George Marples. 


OTHER DEFENDANTS 


Individuals 


Fred L. Washburn. 
These defendants are hereinafter referred to as the 
individual defendants. 


COURT’S JURISDICTION 


The parent companies, either directly or through sub- 
sidiaries, are engaged in interstate and foreign com- 
merce in (a) the purchase and slaughter of live stock, 
(b) the preparation and manufacture of dressed meats 
and edible by-products of the slaughter, {c) the curing, 
canning, or otherwise preparing for the market of the 
edible products and by-products of the slaughtered ani- 
mal, (d) the production and sale of nonedible by-products 
and of articles in the manufacture of which these ron- 
edible products are largely used, (e) the manufacture, 
canning, or otherwise preparing for the market, sale, 
and distribution of food supplies other than meats (these 
are hereafter referred to as substitutes for meat foods), 
(f) the manufacture and sale of various other articles 
commonly purchased and used either by the producer of 
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live stock, the companies transporting the live stock or 
dressed meats or the competitors of the parent companies 
(these are hereinafter referred to as unrelated commodi- 
ties). 

By the unlawful means and methods hereinafter set 
out and complained of, the parent companies and the 
subsidiaries, defendants, acting by and through their 
principal officers, who have been made defendants herein, 
have attempted to dominate, control, and monopolize a 
very great proportion of the food supply of the Nation 
and have thereby built up an unlawful monopoly and 
control over divers and sundry products and commodities 
herein referred to, and which are necessary to the life, 
health, and welfare of the people of the United States. 
And by the same or similar methods the said parent 
companies and the subsidiaries d fendants are attempt 
ing to increase and extend said m« nopoly, and are en- 
abled thereby and do artificially control the suj ply and 
the price of the food supplies of the Nation. 

The Government in instituting this proceeding invokes 
the general equity powers of this court in addition to 
the authoricy conferred upon it and contained in the act 
of Congress dated July 2, 1890, and entitled “An Act 
to protect trade and commerce against unlawful restraints 
and monopolies”, said act being commonly known as the 
Sherman antitrust law, and further conferred and con 
tained in acts amendatory thereof and supplemental or 
additional thereto, and particularly the act known as 
the Clayton Antitrust Act dated October 15, 1914, being 
entitled “An act to supplement existing laws against 
unlawful restraints and monopolies and for other pur- 
poses,” which said acts by special provisions give to this 
court jurisdiction in all such matters as are set out in 
the following petition. 


OBJECT TO BE ATTAINED 


This petition is filed and these proceedings are insti- 
tuted to put an end to any and all monopolies which 
the defendants may have created or obtained in the in- 
terstate trade or commerce of live stock, meat products, 
and substitute foods, and to prevent the continuance of 


- 
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unlawful moaopolies by the defendants, in the aforesaid 
trade or commerce in the products and commodities so 
described, and to deprive said defendants of certain in- 
strumentalities, facilities, and advantages by which they 
have been enabled heretofore to more effectively perfect 
their attempts to monopolize; to compel the defendants to 
desist from dealing in certain of the substitute foods, 
and certain of the unrelated commodities; to limit in 
the manner hereinafter set forth, the interests which 
the individual defendants may have in corporations han- 
dling certain substitute foods and unrelated commodities; 
and to dissolve any and all contracts, combinations, and 
conspiracies in restraint of trade or commerce between 
the several States, which contracts, combinations, or con- 
spiracies are more fully hereinafter de cribed and to 
prevent said defendants from maintaining said contracts, 
combinations, or conspiracies with each other, or from 


entering into further contracts, c mbinations, or con 


spiracies with each other or with other persons. 


THE NATURE OF THE BUSINESS AND 
METHOD BY WHICH IT IS CONDUCTED 


The principal business of each of the parent companies, 
conducted by each company directly or through its sub 
sidiaries, is the slaughter of live stock, consisting of 
cattle, hogs, sheep, and calves, the dressing of the car- 
easses, and the distsibution of the dre ed meat in inter- 
state commerce through various means by which the 
dressed meat reaches the retail butchers and is by the 
retail butchers sold to the consumers. 

Each of these concerns is the successor or natural 
outgrowth of concerns of many years’ standing. In their 
inception these concerns devoted themselves exclusively 
to the slaughter of live stock, the dressing of the carcass, 
and the sale of the dressed meat to retail butchers or 
consumers. The invention of what are known as route 
cars and refrigerator cars, by means of which the dressed 
meats might be hauled long distances and preserved for 
a considerable length of time, free from decay, enabled 
the parent companies to widely extend their market so 
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as to make it nationwide, and further enabled them to 
slaughter the live stock near the source of sup} ly. 

As the demand for live stock grew In volume the in 
stitution known as the stockyard was evolved 


Tiltk STOCKYARDS 


The st ard was and is in theory a public market 
place to which all who wish to either buy or sel] may 
have free ac and right to trade. The sto kyard: af 
ford to the ecattle raiser the opportunity to dispose of 
his live stock for an immediate cash price. Contiguous 
to such stockyards comm on men, dealing exclusively 
in the le of live toch locate themselve These com 
Mission mm tiend to the cure of the live stock upon it 
arri' eect tl le of the stock so co ened, attend 
to it ( tit ect hi | “et Is of the ile am ( t 
to the « ipnor after deductingg customary comm! yn 

Stockyards render certain services to the shipper, for 
which the make cl c, lo wit, yardage (furnishing the 
facilities and performing the services of placing and keep 
ing the animals in pens and watering them), feeding and 
selling food, weiching, dipping, bedding cars, and often 


loading and reloading 


The yardagre charges are ordinarily based upon an a) 
bitrary price per head for each kind of stock, but in some 
instances they are based upon the hundredweight. The 
charge for feed is fixed by the stockyards and includes 
the services rendered in feeding. The amount of the 
charges made or to be made for the other item: of serv- 


1 


ices or materials furnished is also fixed by the stock 


yards or those who are in control of the yards. 
In connection with each stockyard there need for 


certain facilities and conveniences for the benefit of ei 
ther the shipper or the buyer of the live stock. The 
stockyards, by reason of its dominating position, control 


these conveniences and facilities 
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CONVENIENCES AND FACILITIES 
CONTROLLED BY STOCKYARDS 


Packing House Sites 


In furtherance of the tendency to centralize the mar- 
ket, it became of advantage to establish the slaughter- 
houses and packing plants either in, or immediately ad- 
jacent to, the stockyards. The stockyard companies 
generally own or contro] al] the available land within 
the yards, and at most of the important yards the land 
surrounding the yards is owned by companies controlled 
by the stockyard company or its principa’ stockholders 
New packing companies, as a rule, can secure desirable 
packing sites only from the stockyard companies or from 
the © land 
yard companies are, t} erefore, in a position to determine 
what packing companies and how many plants shall be 
established at the yards. 


; 
4 

) 
r 


lopment companies. The owners of stock- 


SITES FOR STOCKYARD BANKS 
AND CATTLE LOAN COMPANIES 


The cattle raiser s in many instances dependent upon 
banks or loan companies to finance him in the rearing 
of his live stock and until such times as the stock shall 
have been sold. Frorn the nature of the business it is a 
great advantage to these banks to locate in or near stock- 
yards, It, therefore, lies within the power of the owner 
of the stockyard companies to designate how many and 
which banks or loan companies may establish themselves 


at the yards. 


RENDERING PLANTS 


While in transit or after reaching the ynrds, live stock 
often die cither from disease or accident. The stockyard 
companies, by virtue of their agreement with the com- 
mission men, are permitted to determine who shall buy 
the dead anim: 's and the price which shall be paid there- 
for. This monopoly power has generally resulted in the 
establishiaent of only one dead rendering plant at each 
of the impo:tant yards. 


‘ 
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COMMISSION MEN’S OFFICE SPACE 


The commission men and traders at the stockyards 
must have offices in or near the yards They can get 


such accommodations only from renting or leasing from 
the stockyard compani For the purpose of furnishing 
such off e yard ha large building or seri 
of buildings in cs ® le ed to the ct ni n 
men. The commission men are alloted pens, ar 1 inas 
much as it of great dvantage to I mm men to 
be able to di pose f his customer f live st } tne ear 
liest possible hour, location of pens most i ble t 
the p tive buyer is of great advantag 
TERMINAL RAILW AYS 

The es il t 1 of the irket al é t nd t! 
resultant growth of the king hou . yut the 
market, of necessity, ré re VI il » facil 
tate the wits ng ol car fro tne iroad to tn 
UK ra fr 1 the vard uu e pat I lant j 
from the packing pl nts to the railroad These terminal 
or stu : ird ral ay ire Uu ually owned by the U kyard 
companies or by 1 se in contr » of the t ‘ rd com 
panies, Control of these railway « ! ‘ t the 
power to grant o1 withhold sidings, spurs, or otner ac 
con modatio may be re lire DY re a nf 
house, and those in ¢ tro] of said ter | railways re 
thereby. | ntod ‘ i. r Cr 
er or end t puyve by p ti a y il ad 
the animals bought by said pack or independent bu 
f il d n wit ing he load cal to the connect (’ 
ine 


MARKET PAPERS AND JOURNALS 


In addition to having a free market in which to di 


pose of his live stock, the cattle raiser requires full, ac 
curate and unbiased reports of the demand for live stock, 
the prices prevailing, and the character and kind of stock 
required, together with such other information as to mar 
ket or trade conditions. The cattle raiser, of necessity, 
is located at places. remote from the market, he rarely 
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accompanies his shipment to the marke nd by reason 


of the cost of shipment and of feeding in t-ansit and 
while being held for ile it 1s imperative t it he di pose 
of hi tock when once he } } his } ed. l'on } £ hidance 
the cattl er relies large po! the trade paps nd 
journals. Control of these papers and journals furnishe 
a mear whereby the flow o tock to the market may 
be increased or decrea ed to the benefit of the iugnterert 
It ji therefore. evident that < ntrol of th toc} ird 
und of the other facilit ppert gm to the ekyard 
carrie with if 
(a) A profit derive fr the meat ry levied 
po ind collected I ‘ red 
i ot | iit | eve { elf in the ul 
4 ‘ ng S i pay for Ln 
ore 1 rie t 
», } A i} ome e 4 veo m in ¢ - ‘, 
> Vive ‘ Ther pwe to 
grant ( witl 4 it prol 
to | ( é t t render! ,, to 
conc p to oO ve Ocr nd 
ic} 7 to prevent tl é nment pa } 
t d to! the 5 h } in exist 
‘ ° 
(d) An ! to prevent ( | nd limit 
the I of ne marke nd to t ze nd restrict 
Dd rie to Lie t «KS ird oO cont ed 
(e) Peculiar and exclusiy f to fo Lion ¢ 
cerning the receipt and sale of live stock, its disposition 
and the dissemination of info intio o th pr xiucer. 


BRANCH HOUSES, ROUTE CARs, AUTOTRUCKS, 
AND COLD-STORAGE WAREHOUSES 


Branch Houses 


adopted by the parent companie 
are the branch 


located in the 


The primary mean: 
in the distribution of their dre ed r 
houses. These houses are storage stations 
cities and larger town 


They are equipped with facili 
ties for cooling and preserving meats and each is under 
EB J 4 ’ 


torage Warehou: 


warehouse 


trumentality for ! the parent 
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companies to extend the volume of their slaughter of live 


stock and sale of dressed meat, In the first instance, 
the wero used for chilling meat in connection with the 
packing busing Then they were constructed in connec 
tior with the branch houses, so that they might be used 
for st 1 holding the fir 1 meats until they 
were sold Later t y were either Dulll or a ired in 
t} ] ree ¢ er? eaboard citi for long-time orarce 
and for ge for export. As ‘ be re ful et forth 
hereaft in a ¢ the contro! of substitute foods, 
thes« t wa ehouse were Ler ¢ npioyed i ore 
nonmeat-food products. Later control was acquired over 
pi § c W ire) wl I pact le om 
let to CT! ] iter it will t no wu by control 
f 1 | ieslorage warel ‘ emp ed Ww " 
in cont ol the price !t meat | betitute foods 
TH PAI ENT COMPA? I} 4 ii N {)} 


The parent compan and their on ling head , ap 
preciating the advantages which were © be gained by 
controlling the stockyar nd the facilities pertaining 
thereto, the terminal railways and market papers and 
trade journals, and realizing that the requisitior f such 
instrumentalities might thus enable them to obtain a 
primary profit not only out of the sale of live stock pu 
chased and | urchtered by them but also on that pur 
chased and slaughtered by their competitor d real 
ing the cpportunities thereby to repress and discourage 
the development of independent packers and slaughter 
houses and to control the s! pments of meat to Lhe various 
markets, set about the acquisition of the var.ou tock- 


yards and the appurtenances and privileges incidental 
thereto. This in many instances was done by a concert 
of action and pursuant to a common understanding. In 
most instances the acquisition of contro] of the aforesaid 
stockyard by any one or more of the parent compar ie 
ras acquiesced in by the others and in all instances the 
ownership or control of stockyards by other ; 
by any one in fact other than the parent companies or 


ane 
mcKers or 
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one of their members or their controlling heads, was dis- 
couraged and opposed. 

In pursuance of a common purpose, plan, and design, 
outside investors and independent wackers have gradually 
been forced out as dominating fectors both in the owner- 
ship and management of most of the important stock- 
yards and have been replaced by the parent companies 
or their representatives. This acquisition has been ac- 
complished by various methods: In the earlier years by 
exacting stock donations under threats of moving away 
their packing plants, later by cash subscriptions for stock, 
generally below par, and in other instances by voluntary 
reorganization of stockyard companies in order that the 
parent companies and their controlling heads might gain 
a controlling or dominating power in the yards and thus 
be induced to continue to maintain their packing plants 
thereat. By these various means the parent companies 
directly, or indirectly through their controlling heads, 
have been enabled to obtain contro] of substantially all 
of the large stockyards of the country.. They now have, 
either jointly or separately, a controlling interest in 22 
of the 50 market stockyards in the United States. 

The parent companies have availed themselves of the 
control so acquired by them in the stockyards aforesaid 
to elect the officers and directors of said stockyards and 
to dominate and contro! the policies thereof. They have 
granted exclusive privileges, such as the right to pur- 
chase dead animals, the right to furnish supplies and 
facilities and the location of cattle banks and cattle loan 
companies, hold the controlling stock, and they have other- 
wise, acting in concert, employed the powers and privi- 
leges more specifically set forth and discussed under the 
heading “Nature of the business and method by which 
it is conducted”; all of which has been done with the 
intent and purpose of, and has had the effect of discour- 
aging and suppressing the establishment of independent 
packing establishments and dwarfing the growth of such 
independent packing companies as might then be in ex- 
istence, and to enable said parent companies, their sub- 
sidiaries or the individuals who own and control the 
parent companies and their subsidiaries to obtain vast 
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profits from the management of the stockyard and the 
granting of the privileges appurtenant thereto, which 
profits are realized not only upon the live stock purchased 
by the packers but upon that purchased by their compe- 
titors. These methods have thus enabled them t enjoy 
and realize such profits without the same appearing or 
being disclosed in the profits of the parent companies; 
they have also furthered the attempt of said parent com- 
panies to monopolize the meat industry of the country 
and to artifically control the ultimate price which the 
consumer pays for meat and meat products. 


Contracts in Restraint of Trade 


The parent companies have entered into certain un- 
lawful contracts and combinations to restrain trade and 
commerce and to artificially prevent between themselves 
competition in the prices for which meat and meat prod- 
ucts are sold. 

The most important of said contracts and agreements 
is what is known as the percentage purchase arrange- 
ment. This arrangement, though applied primarily in 
the purchase of live stock, had as its ultimate object the 
elimination of competition, not only in the purchase of 
live stock but also in the sale of dressed meats. It is a 
well-established commercial principle that a limitation 
upon the source of supply and the consequent limitation 
upon volume of business are the easiest means of remov- 
ing all incentive to reduce prices. 

The simplest way to limit the volume of dressed meat 
is to limit the purchase of live stock. 

Recognizing these principles, the parent companies 
thereupon agreed upon and thereafter recognized between 
themselves certain percentages or proportions to which 
they deemed that each company was entitled, and they 
thereafter so gauged their purchases that annually their 
respective purchases approximated actually or substan- 
tially the percentages so agreed upon. 

As a means of perfecting this arrangement, divers 
percentages varying at different stockyards were agreed 
upon, and understandings were had that certain of the | 
parent companies should buy in certain yards or should !. 
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refrain from buying in certain stockyards. In order to 
prevent such plans from being disarranged by outside 
agreements were made with such outsiders by which pur- 
chases betwe2n the parent companies and the independ- 
ents were effected upon a percentage basis similar to the 
above. 

Means were adopted and by virtue of the parent com- 
panies, control over many of the stockyards were easily 
executed by which sales to outsiders or independents 
were controlled by the parent companies, 

Control over the stockyards, the stockyards loan in- 
stitutions, the terminal railways, and other privileges 
and prerequisites has discouraged any opposition by either 
commission men or independent packers, 


Control « * Substitute Foods 


Having eliminated competition in the meat products, 
the defendants next took cognizance of the competition 
which might be expected from what we here ref. to as 
substitute foods. Their experience had taught them that 
if meat prices advanced out of proportion to that of 
other substitute foods, the consuming public manifested 
a tendency to turn to such substitutes. To prevent this 
the defendants set about controlling the Nation’s sup- 
plies of fish, vegetables, either fresh or canned, fruits, 
cereals, milk, poultry, butter, eggs, cheese, and other 
substitute foods ordinarily handled by wholesale grocers 
or produce dealers. To accomplish this purpose the de- 
fendants availed themselves of the advantages afforded 
by the refrigerator cars, route cars, auto trucks, branch 
houses, and storage warehouses owned or controlled by 
them. These facilities intended primarily for the sale 
of meats were employed with comparatively no increase 
of overhead in the distribution of the substitute foods 
and unrelated commodities. The defendants were enabled 
thereby to reach remote spots. This advantage was also 
employed temporarily to fix prices so low as to gradually 
eliminate competition. 

These attempts to monopolize have resulted in complete 
control in many instances of the substitute food lines. 
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They have made substantial headway in others. The 
control is extensively and rapidly increasing. New fields 
are gradually being invaded, and unless prevented by a 
decree of this court the defendants will within the com- 
pass of a few years control the quantity and price of 
each article of food found on the American table. 


EXTENT TO WHICH THE MONOPOLISTIC 
ATTEMPTS HAVE BEEN SUCCESSFUL 


Financial Growth, Present Net Worth, 
and Volume of Business 


In the 15 years from 1904 to 1919, Swift & Co., Ar- 
mour & Co., Wilson & Co. (Inc.), and the Cudahy Pack- 
ing Co., according to their financial reports, grew from 
a net worth of approximately $92,000,000 to a net worth 
of approximately $479,000,000, and in this same period 
they paid in cash dividends $105,000,000. Only $89,000,- 
000 of their increased worth represented new capital. 
Though always asserting a very low rate of profit on 
sales, the five parent companies have grown so rapidly 
that their combined net profits for 1917 have equaled 
nearly the amount of their total net worth in 1904. Sales 
in 15 years have increased until for the fiscal year 1918 
they reached the vast sum of $3,200,000,000. This was 
realized from meats, substitute foods, and unrelated lines, 
as hereinabove set forth. In stating these figures account 
has been taken only of the profits and sales of the parent 
companies and subsidiaries included by them upon their 
books. No account has been taken of the many corpora- 
tions which are owned or controlled by the same family 
or financial interest as own or control the parent com- 
panies. 

In addition to these profits there have been other vast 
profits, difficult of ascertainment, realized by the indi- 
viduals by virtue of cither their personal control of other 
packing houses and slaughtering companies or their in- 
terest in stockyards, terminal railways, rendering compa- 
nies, cattle-loan institutions and banks, and other corpo- 
rations, all of which corporations have their inception 


Pe 
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and depend for their prosperity upon advantages or priv- 
ileges growing out of the interlocking control of the 
stockyard and stockyard appurtenances. 


Number of Controlled Companies 


The parent companies or the individual defendants and 
their familics maintain and control 574 corporations or 
concerns, including 131 trade names. They have a sig- 
nificant minority stock interest in 95 others and an in- 
terest of unknown extent in an additional 93. Thu: the 
total number of concerns in which they have control or 
interest in some 672. In the years that are past the 
paren’ companies have acquired or organized many other 
concerns and have maintained them so long as they were 
useful for their purposes. When no longer useful those 
concerns, so acquired or organized, have been dissolved 
and their businesses have been merged into that of the 
parent companies or that of other subsidiaries. Such 
dissolved corporation and concerns are omitted in the 
above compilation except in those imstances where their 
names have been continued as trade names. The total 
of 762 above stated, therefore, falls far short of repre 
senting the number of concerns that corporate and indi- 
vidual defendants have acquired or have organized in 
furtherance of the general scheme and plan of action al- 
ready explained. 

Extent of Industrial Contro] in the Substitute 
Foods and Unrelated Commodities 


It would be an enormous undertaking to determine 
the derree of control exercised by the defendants in all 
of these various industries. Enough has been ascertained 
to indicate that the growth has been rapid and that if 
permitted to continue unchecked, in a matter of a few 
years the control will be complete. 

In 1916 the business of Armour & Company in canned 
fish, vegetables and sundries, canned and dried fruits, 
fruit preserves (soda fountain supplies) and grape juice 
amounted to $6,396,036.73; in 1918, two years later, the 
same company’s volume of business in these same items 
was $39,820,000, over a sixfold increase. While part of 
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this increase of business may be attributed to the increase 
of population and the consequent increase of consump- 
tion, the greater part thereof was acquired at the expense 
of competitors. Of the corporations which have been ac- 
quired by the parent companies in recent years, a large 
nur.ber are concerns manufacturing or selling these sub- 
stitute foods or unrelated commodities. This fact, to 
gether with the increased activities of the parent organ- 
izations, themselves, in these lines indicates a well-defined 
purpose on their part to secure contro] of the market 
for meat-substitute foods. In addition to the companies 
whose control has been acquired by outright purchase, 
the parent companies have, in a large number of in 


stances tracted for the exclusive output of many 
other cx nies engaged in the production of the sub 
stitute foods and the unrelated commodities. The out- 


puts of these plants are marketed by the parent compa- 
nies or by their subsidiaries through the distribution fa- 
cilities of the parent companies. In this fashion the par- 
ent compa: control the output of these concerns and 
the market price of their products as compeltely as though 
they themselves owned the producing companies. 


‘ 


Individual Defendants 


The individual defendants are either officers, directors, 
agents, or employees of the parent companies or their 
subsidiaries or large stockholders of parent companies 
and subsidiaries who are otherwise affiliated in commer- 
cial operations with the active heads of the parent com- 
panies. These individual defendants are in their indi- 
vidual capacity financially interested to a great extent 
in the stockyards, terminal railways, cattle loan banks, 
rendering companies, and other institutions interrelated 
with the stockyards. They, or some of them, control the 
corporations dealing in the substitute foods and the un- 
related commodities. In many instances, in addition to 
their individual holdings, they hold stock in these corpo- 
rations for the benefit of the parent companies, The 
control by these individuals of the facilities or instru- 
mentalities of the meat business and their interest in 
concerns dealing in the substitute foods and the unre-, 
lated cmmodities enable the parent companies to carry 
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. out the purpose of the combinations hereinabove descr‘bed, 
and are now and will continue to be a sinister and ever- 
' present means of furthering the attempt to monopolize 


and perfect it to such a degree that the parent companies 
or their subsidiaries will have complete contro] not only 
of meat products but of all substitute foods consumed 
in the United States. 


Subsidiaries Defendants 


These comprise many, but not all, of the subsidiaries 
owned or controlled by the parent companies. Only these 
subsidiaries, which are substantially 100 per cent parent 
company owned and which are engaged either in the 
slaughtering, packing, or selling of meats, have been 
made parties defendants. It is the plan and scheme of 
this petition and the prayer for relief that the corpora- 


tions which in themselves own the facilities more specifi 
cally described above or deal in the substitute foods and 
unrelated commodities shall not be made parties defend 
ants in the first instance or until it appears that they 


ere necessary parties defendants, but that the parent 
companies, the subsidiary defendants, and the individuals 
should be compelled to divest themselves of all interest 
in or connection with the subsidiaries owning the facili 

. ties or dealing in the substitute foods or commodities 
referred to. 


Prayer 
a Wherefore, petitioner prays. 


I, That the defendants, and each of them, be forever 
enjoined from continuing any contract, combination, or 
conspiracy in restraint of trade or commerce in the pur- 
chase of live stock, or the purchase, sale, or distribution 
of dressed meats or other products or commodities now 
handled by them, or any of them, among the several 
States or foreign nations, which contract, combination, 
or conspiracy may now exist between them, or any two 
or more of them, or from doing any act pursuant to or 
in furtherance of any such contract, combination, or con- 
spiracy, and that they be enjoined from entering into 
any other or further contract, combination or conspiracy, 
either among themselves or among any two or more of 
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them, or with any other person or persons whatsoever, in 
restraint of trade or commerce between the several States 
and foreign nations. 

II. That they, and each of them, be enjoined and for- 
ever restrained from monopolizing, or attempting to 
monopolize, or conspiring to monopolize, the trade or 
commerce between the several States or with foreign 
States in the purchase, sale or distri! ation of live stock 
or the commodities aforesaid, 

Ill. That the defendants, and each of them, be re- 
quired to divest themselves to such extent and upon such 
terms and conditions as the court may deem proper fron 
such interest in or contro] over public cold-storage ware 
house, retail meat markets, stockyards, terminal railways, 
market or trade journals, or such other facilities as are 
connected with or are appurtenances to the stockyard 
in such instances as the court may deem that such instru 


mentalities constitute a means of facilitating the forn 
tion or continuance ¢ f m nopolie in the pure) ise of live 
stock or the sale of the commodities afore aid. 

IV. That the corporation defendants, and each of them, 


be perpetually enjoined from pe rmitting their refrigera- 


tor cars, route car auto truc 
’ > 


, or branch houses, or 
other distributive facilities, to be u ed for the distribu 


— 


tion or sale of commodities of the character and kind 
hereinbefore generally described as substitute foods and 
unrelated commodities in such instances and to such ex- 
tent as the court may deem necessary for the purpose of 
preventing the afore aid defendants from acquiring a 
monopolistic contro] over the trade or commerce in such 
eommodities, or a control which may enable them to re 

ficially affect the 
price of any commoditie in which the aforesaid defend 
ants now deal. 

V. That the defendants and each of them be required 
to divest themselves of all stockholdings or other inter- 
ests in any corporation, partnership, or as ociation now 
dealing in any of the food substitutes or unrelated com- 
modities hereinbefore more specifically described, and 
that wherever said defendants own, operate, or control 
a department buying, selling, or otherwise distributing 
substitute foods, unrelated commodities, or any of them, 


strain the trade or commerce or ar 
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that they be required to discontinue the aforesaid de- 
partment, and that the di fendants and each of them be 
restreined and perpetually enjoined from hereafter ac 


quiring any stockholdiugs or interest: of the character 
hereinbefore described, in any corporation dealing exclu- 
sively or partially in the said substitute foods or com 
modities hereinbefere referred to, or from them elves en 
gaging in such business, either directly. or through a 


VI. That the defendants and each and every one of 
them be perpetually enjoined from indulging in any ur 
lawful practice or committing any act of unfair compe 
f or which may 


tition or a other act with the purpose 01 


have the effect of unduly restraining trade an 1 com- 
merce, or which may be indulged in or done with the 
purpose or effect of monopolizing id trade or commerce 
in the commodities now manufactured, bought, sold, or 
otherwise di in by the defendants or any one of them 

Vil Th M1 petitioner be granted such other and 
further relief as the nature of the case may require and 
the court may deem just and proper in the pre mise 

Tio the end, therefore, that Ue United States may ob 
tair e relief to which it is justly entitled in the pre 
mises, may it please your honors to grant writ of sub- 


poena directed to each and eve fe ye of said defendants, 


commandi: em and each of them to appear herein and 
answer, but not under oath (answer under oath I ing 
hereby expressly wave 1), the alleratior contained in 
the foregoing petition, and to abide by and erform such 


he premises, 
and upon final hearing hereof to perm: nently enjoin 


each of the defendants as hereinbefore prayed. 


order or decree as the court may make in 


Respectfully submitted. 
JOHN E, LASKEY, 
United States Attorney. 
A. MITCHELL PALMER, 
Attorney General. 


Isipor J. KRESEL, 
JoHN H, ATWOOD, 
JosErHu SAPINSKY, 
Special Assistants to the Attorney General, 
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PLAINTIFF'S EXHIE.T NO. 21(D) 


PETITION FOR INJUNCTION IN U.S. v. SWIFT & 
_COMPANY 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF ILLINOIS 
EASTERN DIVISION 
Civil No, 68 C 613 


UNITLD STATES OF AMERICA, PETITIONER 
v. 


Swirt AND COMPANY, ET AL., DEFENDANTS 


PETITION FOR INJUNCTION 


The United States of America, by its attorneys, brings 
this petition against General Host Corporation (herein 


after “General Host’) ind allege as ilollows 


Jurisdiction and Venue 


1. This petition is filed in order to prevent and re- 
strain violation of the Decree entered by the Supreme 


Court of the District of Columbia on February 27, 1920 


’ 


in Equity Cause No. 37623, which cause was transferred 
to this Court by order dated January 15, 1958. 
2. General Host is a New York corporation doing 


business in the State of New York. 


IL. 
Trade and Commerce 


3. The Decree entered in this cause on February 27, 
1920 perpetually enjoins and restrains Armour and Com 
pany (hereinafter “Armour”’) from manufacturing, job 
bing, selling, transporting (except as common carriers), 
distributing or otherwise dealing in any of the products 
or commodities listed therein, including bread, flour, 
sugar, fresh milk and cream, and many other food prod- 
ucts customarily found in food stores and restaurants. 

4. General Host, through its divisions and wholly- 
owned subsidiaries, is engaged in the business of manu- 
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facturing, jobbing, selling, distributing, or otherwise deal- 
ing in products or commodities listed in the Decree as 
follows: 


a. Bond Baking Company and Eddy Bakeries 
Company produce and distribute bakery products; 

b. Van de Kamp’s produces baked goods, proc- 
esses frozen convenience foods, and operates coffee 
shops, restaurants, and bake shops; 

c. Yel'owstone Park Company and Everglades 
Park Company, Inc., operate inns, lodges, restau- 
rants, and other facilities in Yellowstone National 
Park and Everglades National Park, respectively; 

d. Vernell’s makes and sells candy and crackers; 

e. Li'l General Stores operat s approximately 380 
convenience stores, the principal sales of which in- 
clude cold beverages, dairy products, and bread. 


Ill. 
Offense Charged 


5. Since sometime in August 1968 General Host has 
initiated and pursued a plan to acquire control of Armour 
by purchasing shares of the common stock of Armour. 

6. General Host now holds 1,002,500 shares of the 
common stock of Armour, representing approximately 
16.5% of Armour’s outstanding common stock. 

7. On January 20, 1969, the sharcholders of General 
Host authorized an exchange offer to be made to the 
holders of the common stock of Armour. 

8. General Host has stated that it may accept all 
shares of Armour common stock tendered pursuant to the 
exchange offer 

9. Control of Armour by General Host is imminent. 

10. Control of Armour by General Host will result in 
violation of the Decree entered in this cause on February 
27, 1920, by causing Armour to be engaged in activities 
prohibited to it by the Decree. 


WHEREFO! 


1] That pu nv Ww f 
of July 2, 1890 (15 U.S.C 
the Sherman the Court 
commana { { ] Host t 
allerations contained in thi 

12. That a temporary restr 
joir ind re ning Gene 
indirectly a or taking 


tional nare i 
before this Cou L; 

13 That Y i! tion | 
straining General Ho fro 
quiring or tal ny { 
of toch 1] Ay I | lror 
cise < itrol ove ( to influs 
Arn r, as long Gen 
nesses dealing it products | 
ary 27, 1920 

14. That petitioner } 
as the nature of this ca I 
may deem proper in the pret 


15 ‘7 hat 


Dated 


the petitioner 


January 20, 1969 


ae 


e/ DP 


H 
H 


Peter 
PETER 


2634 


Coal 


( 


Attorne: 


219 South 
Chicago, 
Telephone: 253 


5 of the Act of Congre 


5), com! only known at 
ler summons to be issued 
ppear and answe he 
peution, 
ning order be issued « 
al Host from directly or 
ir ction to acquire ih 
our, pending a hearing 
ued en ing and re 
cire ly or ne ect] 
» me ire iditional share 
y Yr) Lie | ‘ or 
‘ r bu ‘ af] of 
lo ] en yeu in 
1 in the Decree of Febru 
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ver its cost 


s/f Edna Lingreen 
KDNA LIN 


GREEN 
roldbe 


GOLDBI 


Departs ent of Ju tice 
United States Court House 
Dearborn Street 
lilinois 60604 
7538 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF ILLINOIS 
EASTERN DIVISION 


{Caption Omitted ‘n Printing} 


AFFIDAVIT IN SUPPORT OF GOVERNMENT’S 
PETITION FOR AN INJUNCTION 


CITY OF WASHINGTON _ ) 
) ss 
DISTRICT OF COLUMBIA ) 


EDNA LINGREEN, being duly sworn, deposes and savs: 
’ ‘ 2 , . 


I am an attorney in the United States Department of 


Justice and am familiar with the subject matter of this 
petition. I submit this affidavit in support of the Gov- 
ernment’s petition to enjoin General Host Corporation 
(hereinafter “General Host”) from taking action which 
will result in violation of the decree entered in United 
Slates v. Swift and Company, et al., Equity No. 3762: 


ILO, 
ed 


on February 27, 1920 by the Supreme Court of the Dis- 
trict of Columbia. 

The petition filed today alleges that General Host has 
initiated and pursued a plan to acquire control of Ar- 
mour and Company (hereinafter “Armour”, which, if 
successful, will result in violation of the Decree entered 
in this cause on February 27, 1920, which perpetually 
enjoins and restrains Armour from dealing in products 
or commodities listed therein. The petition alleges that 
General Host is engaged in businesses dealing in certain 
of those products or commodities; that it has already 
acquired 16.5% of the outstanding shares of common 
stock of Armour; that it will presently make an offer 
to acquire the common stock of Armour; that control 
of Armour by General Host is imminent; and that con- 
tro] of Armour by General Host will result in violation 
of the Decree by causing Armour to be engaged in ac- 
tivities prohibited by the Decree. 
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The petition prays that General Host be enjoined and 
restrained from acquiring additional shares of stock in 
Armour and from taking any action to exercise control 
over or tu influence the business affairs of Armour. 

This affidavit is based on information furnished the 
Department of Justice by Genera] Host and from public 
sources. 

1. Paragraph Fourth of the Decree entered on Febru- 
ary 27, 1920, in Equity No. 37623, United States v. 
Swift and Company, et al., perpetually enjoins and re 
strains the corporate defendants, including Armour, from 
engaging in or carrying on “the manufacturing, jobbing, 
selling, transporting (except as common carriers), dis- 
tributing, or otherwise dealing in” the following products 
and commce.ities, among others: 


Canned fish including herring, salmon, sardines, 
shrimp and tuna fish. 

Fresh, dried, or canned vegetables including as- 
paragus, navy and lima beans, peas, beets, corn, 
okra, potatoes, tomatoes, celery, garlic, horse-radish, 
and pumpkin. 

Fresh, crushed, dried, evaporated, or canned fruits 
including the following: cherries, apricots, peaches, 
oranges, strawberries, apples, prun raisins, and 
dates. 

Soft drinks including: apple cider, Coca-cola, gin- 
ger ale, root beer, and vanilla, orang. and lemon 
extract. 

Molasses, honey, jains, jellies, and preserves of all 
kinds. 

Spices, relishes, and sauces including catsup, cin- 
namon, mustard, olives, peppers, and pickles, 

Coffee, tea, chocolate, and cc 

Almonds, pecans, and waln not including 
peanuts. 

Flour, sugar, and rice. 

Bread, wafers, crackers, and biscuits. 

Cereals including grits, oats, buckwheat, corn- 
flakes, and 24 other items. 

Grain. 
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Miscellaneous articles, including cigars and starch. 
Grape juice. 


Paragraph Fourth further perpetually enjoins and re- 
strains Armour from owning any capita] stock or other 
interest in any concern which deals in any way in any 
of the above products. 

2. Arinour is also perpetually enjoined, by Paragraph 
Sixth, from operating or conducting any retai] meat 
markets, unless operated for the accommodation of its 
own employees; and, by Paragraph Eighth, from dealing 
in, or owning any interest in a corporation which deals 
in, fresh milk and cream. 

3. General Host Corporation was incorporated as Gen- 
eral Baking Company under the laws of the State of 
New York in 1911. The present name was adopted in 
April, 1967. In 1967 it had total sales in excess of $155,- 
241,000 and total assets of $62,104 000. Three of the 
company’s divisions manufacture and sell complete lines 
of baked goods, another division makes and sells candy, 
and another operates convenience food stores, Through 
two wholly-owned subsidiaries, the company operates res- 
taurants and other facilities in two national parks, All 
of these operations involve manufacturing, selling, dis- 
tributing, or otherwise dealing in many of the products 
which the Decree forbids to Armour, 

4. Bond Raking Company, Eddy Bakeries Company, 
and Van de Kamp’s divisions of General Host manufac- 
ture and sell a complete line of baked goods, including 
bread, rolls, cakes, pies, sweet goods, cookies, doughnuts, 
and miscellaneous bakery products. Bond and Eddy prod- 
ucts are sold principally at wholesale. Van de Kamp’s 
products are distributed primarily through retail] instal- 
lations in supermarkets. In addition to bakery goods, 
Van de Kamp’s also processes and sells frozen food spe- 
cialty items and operates coffee shops and restaurants. 
Vernell’s makes and sells candy and crackers. 

5. Li’l General Stores division operates 380 conven- 
ience food stores. These are small, self-service markets 
primarily handling rapid turnover items necded by house 
wives between major trips to supermarkets. Principal 
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sales include cold beverages, dairy products, and bread. 
This division also operates some drive-in dairy stores in 
Florida and engages in wholesale produce distribution 
on the west coast of Florida. 

6. The vholly-owned subsidiaries are Yellowstone 
Park Company and Everglades Park Co., Inc. These 
companies operate under long-term concession contracts 
with the U. S. National Park Service. Yellowstone Park 
Company operates hotels, inns, lodges, restaurants, and 
other faciliiies in Yellowstone National Park, Wyoming. 
Its restaurant facilities have a total seating capacity of 
2,867 persons. Everglades Park Co., Inc., operates over- 
night accommodations and food, beverage, and other fa- 
cilities in Everglades National Park in Florida. Its res- 
taurant facilities have a maximum seating capacity for 
265 persons. 

7. General Host’s Frontier West division owns land 
in the West, which it intends to develop as a tourism 
project; completed facilities at one of its locations in 
Arizona include a restaurant. Frontier West also oper- 
ates a restaurant in New Mexico. Genera] Host has 
agreed to acquire Utah Parks Company, which operates 
hotels, inns, lodges, restaurants, and other facilities in 
three national parks in the region of the Arizona-Utah 
border. 

8. General Host is engaged in a program to acquire 
control of Armour. In August 1968 it purchased from 
Gulf & Western Industries, Inc., 150,000 shares of com- 
mon stock of Armour held by Gulf & Western and ob- 
tained an option to purchase an additional 600,000 shares 
of Armour stock from Gulf & Western, It exercised this 
option on October 15, 1968. Since that date it has pur- 
chased additional Armour stock on the open market. It 
now holds 1,002,500 shares and is the largest single 
holder of Armour common stock. 

9. General Host’s holdings constitute approximately 
16.5% of the total shares of Armour common stock out- 
standing. Armour management interests directly or in- 
directly own approximately 10%. 

10. On January 20, 1969, Genera] Host’s shareholders 
authorized an exchange offer to the holders of the com- 
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mon stock of Armour. Pursuant to that offer General 
Hest may accept all shares of Armour common stock 
ten:.cred to it. 

il. The annual meeting of shareholders of Armour is 
scheduled for February 21, 1969. 


EDNA LINGREEN 
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FINDINGS OF FACT AND JUDGMENT. ORDER OF 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 
EASTERN DIVISION 


[Caption Omitted in Printing] 


FINDINGS OF FACT 
, 

1. General Hosi Corporation was incorporated under 
the laws of New York in 1911 as the General Baking 
Company and adopted its present name in April, 1967. 
Its headquarters are located in New York, New York. 

2. General Hust through its divisions and wholly- 
owned subsidiaries, engages in the manufacture and sale 
of several types of food products, including bread, crack- 
ers, candy and frozen convenience foods. In addition, it 
operates coffee shops and restaurants in the Los Angeles, 
California area; operates inns, lodges, restaurants and 
other facilities in Yellowstone National Park and Ever 
glades National Park; and operates approximately 350 
convenience stores. (Government Petition, paragraph 4.) 

3. On February 27, 1920, a consent decree was entered 
in this case against 125 defendants: the so-called “Big 
Five” of the meat packing industry, including Armour 
& Co., 80 corporate subsidiaries and 50 individuals 

4. Paragraph fourth of the decree, upon which the 
Government now relies, enjoined “the corporation defend- 
ants and each of them .. ., either directly or indirectly, 
by themselves, or through their officers, directors, agents, 
or servants [from] engaging in or carrying on, either 
by concert of action or otherwise . . .” the manufactur- 
ing, jobbing, selling, transporting, distributing or other- 
wise dealing in certain specified products or commodi- 
ties, including bread, wafers, crackers and biscuits, The 
decree also enjoined the defendants from owning stock 
in any corporation engaged in the operations of the des- 
ignated businesses. Paragraph fourth makes no reference 
to the interests or operations of non-defendant stock- 
holders of the corporate defendants. 

5. General Host Corporation was not a party to the 
action, did not consent to the decree, and at the time of 
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the decree, did not own stock in Armour & Co. General 
Host is not alleged to have participated in any violations 
of the antitrust laws charged in this action, 

G6. In August, 1968, Genera) Host acquired from Gulf 
& Western Industries, Inc., 150,000 shares of common 
stock of Armour. In October, 1968, General Host ac- 
quired an additional 600,000 shares of Armour common 
stock from Gulf & Western Industries, Inc., and in No- 
vember and December purchased an additional 252,500 
shares on the open market. Genera] Host’s present hold- 
ings of Armour common stock represent approximately 
16.5% of Armour’s outstanding shares. (Government 
Petition, paragraphs 5-6.) 

7. General Host’s present holdings of Armour stock do 
not give it contro) of Armour and are sufficient only to 
enable it to obtain one and possibly two positions on 
Armour’s seventeen man Board of Directors, (Ashton 
Affidavit, paragraph 7.) 

8. On January 20, 1969, the shareholders of General 
Host authorized an offer to be made to the holders of 
the common stock of Armour whereby General Host would 
exchange a combination of General Host debentures and 
warrants for Armour common stock. The company plans 
to institute the exchange offer on or after January 28, 
1969. (Ashton Affidavit, paragraph 9.) 

9. General Host’s objective in proposing its exchange 
offer is to obtain a majority of the outstanding shares 
of Armour voting stock. A condition of the exchange 
offer is that General Host will reject all Armour shares 
tendered unless sufficient shares are tendered to increase 
General Host’s percentage holdings of outstanding Ar- 
mour voting stock to an amount in excess of 50%, (Ash- 
ton Aflidavit, paragraphs 8-9.) 

10. Armour’s Certificate of Incorporation and By- 
Laws provide that the Board of Directors shall consist 
of 17 persons, divided into 3 classes, groups of 6 and 5 
being elected in successive years, sometimes referred to 
as a staggered Board of Directors. Each Armour direc- 
tor has a 3 year term of office. 6 directors are due to be 
elected in 1969, 5 in 1970, and 6 in 1971. (Ashton Affi 
davit, paragraphs 10-13.) \: 


' 
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11. Only 6 of Armour'’s presen. 17 directors are stand 
mag for election at the forthcoming 1969 Annual Mecting. 
Therefore, even if every presently outstanding share of 
Armour stock were t ndered to General Ho a it does not 
appear presently possible fon General Ilost to elect more 
than 6 directors out of 17 at the 1969 Annual Mecting. 
(Ashton Afiidavit, paragraphs 10-13.) 

12. The Armour By-Laws also provide for ¢ imulative 
voting. TI , it is unlikely that General Ilost’s exchange 
offer will result in the aequition of sufficient voting 


shares to cuable it to elect more than 4 or 5 directors at 


the 1969 Annual Mocting, (Ashtoi Affidavit, par graphs 
11-13.) 

13. Armour’s By-Laws also provide for an Executive 
Committee which is elected by the directors and which 
presently consists of 11 of the 17 directors, including the 
Chairman and the President. This Executive Committee 
may exercise most of the powers of the Board of Direc 
tors in the 1 nugement of the busine affairs of Ar 


mour, Thus, even if Gencral Host were to elect 6 direc 
tors at the 1960 Annual Meeting, it could be foreclosed 
from any represcniation on the Executive Committee of 
the Board. (Ashton Affidavit, paragraphs 15 14.) 

14. So Jong it the pre ent n nagement retain a ma 
jority po ition on the Board of Director and the execu 
tive Committee, the present management may continue 
to control the operations of Armour. 

15. The present exchange offer will not result in any 
merger or consolidation of General Host and Armour. 
Specific approval of a merger or consolidation is required 
by a two-thirds vote of the stockholders of both corpo 
rations, The vote must be tuken pursuant to notice and 
mecting of stockholders in accordance with New York 
and Delaware law. No steps have been instituted to seck 
such approval, (Ashton Affidavit, paragraph 15.) 

16. An injunction against the proposed exchange offer 
would cause irreparable injury to General Host Corpora- 
tion. (Ashton Aflidavit, paragraphs 18-24.) 

17. Armour filed, but later withdrew, a petition i 
this court secking to enjoin General Host’s purchase of 
slock from Armour shareholders, Armour has appeared 


% 
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at the hearing of this petition in support of the position 
of the Government. (Transcript, pp. 6-8; 21-25.) 

18. Armour’s present management ha vigorously op- 
posed General Host’s proposed ¢ change offer; has pro 
posed acquisition of other corporations in exchange for 
Armour common stock which would have the effect of 


diluting General Host’s sto k interest; has sought to in 
terfere with General Host's relavions with banks; and 
has placed full page advertisements in various news 
papers criticizing the propo ed exchange transaction 
(As ston Affidavit, paragraphs 15-24.) 

19. The Government cont nds that because Annour is 
prohibited from engaging in the food businesses listed 
in tue decree, contro] of Armour by a company engag “ 
in one or more of those busing would also violate the 
decree 

20. The decree hi not heen con ued to limit the 
business activities of non-defendant Armour stockholders 
nor to charge Armour with engaging in the businesse: in 


which its controlling stockholders are engage d 

21. The interpretation of the decree fo which the 
Government contends joes beyond the plain language of 
the decree. It cannot be considered a logical extension 
of the decree. 

22. The equity bill which ¢ ynmenced this proceeding 
and the decree are swamarized in United States v. Swi/t 
& Co., et al., 189 F.Supp. 885 (N.D. Ill, 1960). 

23. The consent decree was obviously the product, in 
principal part, of extensive negot ition between the de- 
fendants and the Government and is a detailed and care 
fully worded decree. 

24. The principal reason for the provisions in issue 
was to restrict the corporate defendants in the use of 
the vast power they had acquired to extend their power 
into other markets. The situation which the Government 
challenges here, however, is substantially different from 
that with which the 1920 decree was concerned. General 
Host is not a large meat packer extending its monopo- 
listie grasp toward the rest of the food industry and 
through the use of its already established distributing 
facilities, superior financial resources and other means 


ra 
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making a dominant position felt, resulting in a restraint 
of trade by squeezing, out present or potential competi- 
tors. Rather, General Host, a wholly separate corporate 
entity, has acquired some shares of Armour stock and 
evinced an interest in acquiring additional shares, 

25. The theory of the Government's petition is that 
paragraph fourth of the decree, which enjoins Armour 
and the other corporate defendants from engaging in or 


carrying on the manufacturing, et cetera, of the listed 
products and com! ties and from owning stock in a 
corporation so engaged, also prohibits Armour’s control- 
ling stockholders from so engaging in business in the 
listed commodities, (Transcript, pp. 13-18.) 


26. Paragraph fourth of the decree expressly applies 
only to the “corporation defendant ’. The portions of 
the decree relicd upon by the Government do not restrain 
the activitics or interests of non-defendant stockholders 
of the corporate defendants. 

27. The omission of stockholders or successors and 
assigns from the reach of paragraph fourth evidences 
an intent that only the corporate defendants and those 


acting on their behalf be enjoined by that paragraph 


CONCLUSIONS OF LAW 


1. The 1920 decree does not prohibit non-defendant 
owners of stock in meat packing companies from engag- 
ing in businesses prohibited to the meat packers them- 
selves by the decree. 

2. General Host is neither a party, privy to a party, 
nor in active concert or participation with a party to 
the consent decree entered in this case in 1920 and, there 
fore, is not bound by its provisions. 

8. General Host is not charged with violation of the 
antitrust laws nor with participation in the offenses 
charged by the 1920 Bill in Equity which commenced 
this proceeding. 

4. The 1920 deeree does not prohibit control of Ar- 
mour & Co. by General Host. 

5. No violation of the 1920 decree is threatened or 
imminent. 
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6. The petition for injunction docs not set forth any 
grounds upon which relief could be granted against Gen- 
eral Host Corporation in this case 

1. The ends of justice do not merit thut Genera) Host 
Corporation be made a party to this action pursuant to 
15 U.S.C. * 


Dated this 30th day of January, 1969, 
ENTER: 


/s/ Julius J. Hoffman 
United States District Judge 


/ 
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IN THE UNITED STATES DISTRICT COUR‘ 
FOR THE NORTHERN DISTRICT OF ILLINOIS 
EASTERN DIVISION 


Civil Action No. 58 C 618 


{Entered Jan. 20, 1969) 


Unirep STaTes OF AMEKICA, PETITIONER 
» 


Swirtf AND COMVANY, ET AL., DEFENDANTS 


JUDGMENT ORDER 


After full hearing of the petition for junction filed 
by the Government in this proceeding on January 20, 


1969, and upon consideratio f the petition, the memo 


randa and aflidavi in support of and in opposition to 
the petition, the record of the hearing held on January 
21, 1969, and the findings of fact and conclusions of law 
heretofors adopt ! by this court, it is this JULh day of 
January, 1969. 

ORDERED that the Government's request that sum- 


mons be issued pursuant to 15 U.S.C. §5 commanding 
General Host Corporation to appear and answer the alle 


gations contained in the petition is denied; and it is 
FURTHERED ORDERED that the Government’s re- 
quests for a temporary restraining order and n injune 
tion against General Host Corporation are denied; and 
it is 
FURTHER ORDERED that the Government’s petition 
for injunction is denied. 


ENTER: 


/s/ Julius J. Hoffman 
United States District Judge 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 
EASTERN DIVISION 


Civil Action No. 58 C 613 
{Entered Jan. 20, 1969] 


UNITED STATES OF AMERICA, PETITIONER 


; 
Vv, 


SWIFT AND COMIANY, ET AL., DEFEND ATS 


JUDGMENT ORDER 


After full hearing of the petition for injunction filed 
by the Government in this proceeding on January 20, 
1969, and upon consideration of the petition, the memo 
randa and affidavits in support of and in opposition to 
the petition, the record of the hearing held on January 
21, 1969, and the findings of fact and conclusions of law 
heretofore adopted by this court, it is this 30th day of 
January, 1969. 

ORDERED that the Government’s request that sum 
mons be issued pursuant to 15 U.S.C. §5 commanding 
General Host Corporation to appear and answer the alle 
gations contained in the petition is denied; and it is 

FURTHERED ORDERED that the Government’s re 
quests for a temporary restraining order 2nd an injune 
tion against General Host Corporation are denied; and 
it is 

FURTHER ORDERED that the Government’s petition 
for injunction is denied. 


ENTER: 


/3/ Julius J, Hoffman 
United States District Judge 
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PLAINTIFF'S EXHIBIT NO. 8: 


CONFIDENTIAL REPORT (cover and pp. 125-129) 
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Called by the Chatrzan, the Vico Chairman, che President or the . 
Secretary upon the written request of two dircctors, Two daze* 


notice of special meetings i¢ required, 


The By-Laws permit an Executive Cozmittes of fro- two 
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=a general, cay exercise most of the powers of fu2 Bocrd of Dirce—s.7y 
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tion estadlishing it is not a publile cocunent, 


Chafr-an and Pres!dent 


”~ 
(2) Tne Cuzirsecn of the Board of Directors ig the cnict 


Executive Cificer of the Corporation, William Wood Frirce 4x 


Cheizoan end Charles R. Oren is President. 
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ae a een ee! 


ef Directors to {initiate an anentment to the Cortrificate of ' . “Gare 
Incorporation. _ - ei ’ 
(z Arend-ent of By-Laws 


—— 
nanan 


om whew 


Secticn 109 cf the Delaware General Corporation Law 
that the power to auend By-Laws shall be fa the stock 


holéers; this Secticn also provides, however, that the cerporie 


— 
et ee ees 

"3 

* 

° 

< 

- 

~ 

ee 

” 


tion say ia ics Certificate cf incorporation ceafer that paver ' 
upon the cirectors, “She Anrour Certificate of Incozgoractca gives 
thee power te the Boord of Directors. 


5 It is not clear («) whether the Aroocr Certhficare of 


- 


‘ Iucosposatton could be construcd to purport to taka ell powsr Co 


amend by-Le~s avay fron stockholders, end (b) whetner, Lf 30 
construed, the Certificate of Incorporation would be in couplicace 


with Delowere lrra, Liveoss ray bo expecied to contend trat the 


oe Om Hw. Bee 


By-Laws may be amended oaly ty its cirectors wad not by ite stochk- 

heoidezs. Walle the caswer tu tho guestioa is not clear, hovever, 
- erelistrary review indicates thut thera is a substintiai likc.i- 

heed that action taren by a rajority of the etockholdccrs at en 


2nnval rectirg to acenc che By-Levs to, for fartence, incretcre 


the aevbec of Arceur dirccturs would Le held to be bisditus ussa 


— 
¢ 


; aay 
‘ the sy ccueamsaein | § ») 
3 sgh. 


«129+ 


ee ee 2 ee oe o* we@ 


et whet cote Neel tts - ——— ee 460.e0n-eu=s® & 
tect ene tel Mee tC Ot AAO ht meee . as es . oe a 


JA 8190 


PLAINTIFF'S EXHIBIT NO. 23: 


GENERAL HOST CORPORATION PROSPECTUS, DATED 
__ JANUARY 30, 1969 _ 


ky? 4 JA 820 


General Host Corporation 
$347,040,000 7% Subordinated Debentures due February 1, 1994 


14,460,000 Warrants Expiring January 31, 1979, to Purchase 
General Host Common Stock at $40 per share 


THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSIUN NOR HAS THE COMMISSION 
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


General Host Corporation (“General Host”, “General” or the “Company”) hereby offers upon 
the terms set forth herein under “The Exchange Offer”, to exchange General Host 7% Sub- 
ordinated Debentures due February 1, 1994 (“Debentures”), and General Host Warrants expiring 
January 31, 1979 to prrchase General Host Common Stock at $40 per share (“Warrants”) for any or 
all of the outstanding Common Stock of Armour and Company (“Armour”) and any or all of the 
outstanding 414% Convertible Subordinated Debentures of Armour (“Armour Debentures”) 
tendered in accordance with this Exchange Offer, in the ratio of 


$60 principal amount of Debentures 
and 
2 Warrants 
(each warrant to purchase one share of General Common Stock) 
for 
each share of Armour Common Stock 
(or for tke principal amount of Armour Debentures (presently 
$51.14) required upon conversion to obtain one share of 
Armour Common Stock) 

General Host will not accept any tendered Armour securities unless upon acceptance of all 
tendered securities it would own more than 50% of the then outstanding Armour Common Stock, 
assuming conversion of all tendered Armour Debentures. General Host presently owns approxi- 
mately 16.5% of the outstanding shares of Armour Common Stock. 

If General Host accepts any Armour share or Armour Debenture tendered, it will accept all 
Armour shares and Debentures tendered. With respect to all shares and debentures tendered prior 
to the date at which the 50% figure is reached, General Host Debentures and Warrants will be 
delivered on the date such 50% figure is reached or as soon thereafter as is practicable. General Host 
Debentures and Warrants will be delivered daily, as soon as practicable, as shares and debentures 
are tendered thereafter. 

The Exchange Offer expires 8:00 o'clock P.M., New York time, on February 14, 1969, unless 
extended by General Host. All tenders of Armour securities are irrevocable until the earlier of 
the Expiration Date or March 31, 1969. 

Securityholders of Armour who wish to accept this Exchange Offer should send the certificates 
for the Armour Common Stock or Armour Debentures they wish to exchange, together with the 
appropriate Letter of Tender and Proxy accompanying this Prospectus, to one of the Exchange 
Agents or Forwarding Agents. 

Allen & Company Incorporated and Kleiner, Bell & Co., Incorporated, as Dealer Managers, have 
agreed to solicit tenders of Armour Common Stock pursuant to this Exchange Offer. See “Solici- 
tation of Tenders” under “The Exchange Offer”. General Host has agreed to pay the Dealer 
Managers 40¢ for each tendered and accepted share of Armour Common Stock and for each share 
into which a tendered and accepted Armour Debenture could be converted. In addition, Dealers 
(who may include the Dealer Managers) who are named by tendering Armour securityholders will 
be paid $1.00 for each tendered and accepted share of Armour Common Stock and each share into 
which a tendered and accepted Armour Debenture c- aid be converted. It is estimated that other 
expenses of General Host in connection with the Exchange Offer may approximate $960,000. If 
all holders of Armour Common Stock and Armour Debentures accept the Exchange Offer, total fees 
and expenses payable by General Host would approximate $9,000,000. 

On January 28, 1969 the last reported sale price for General Host Common Stock on the New 
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cALLEN & COMPANY KLEINER, BELL & CO,, 


INCORPORATED INCORPORATED 
The date of this Prospectus is January 30, 1969. 
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No person has been authorized to give any information or to make any representation not 
contained in this Prospectus, in connection with offers made by this Prospectus; ad any infor- 
mation or :epresentation not contained herein must not be relied upon as having been 
authorized by General Host or any Dealer. This Prospectus does not constitute an offer of the 
securities to which it relates in any jurisdiction to any person to whoi it is unlawful to make 
such offer in such jurisdiction. Neither the delivery of this Prospectus nor any exchange made 
hereunder shall under any circumstances create an implication that there has been no change 
in the affairs of General Host or Armour since the daie hereof. 
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General Host Corporation ] 
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IN CONNECTION WITH THIS OFFERING, THE DEALER-MANAGERS OR GEN- 
ERAL MAY EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE 
MARKET PRICES OF THE DEBENTURES, WARRANTS AND COMMON SHARES OF 
GENERAL AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET. SUCH TRANSACTIONS MAY BE EFFECTED, IN THE CASE 
OF GENERAL'S COMMON SHARES, ON THE NEW YORK 4N" PACIFIC COAST 
STOCK EXCHANGES OR OTHERWISE, IN THE CASE © GENERAL'S WAR- 
RANTS, ON A WHEN-ISSUED BASIS AND AFTER ISSUANC.’ . 1 THE OVER-THE- 
COUNTER MARKET UNLESS AND UNTIL LISTED ON THI \MERICAN STOCK 
EXCHANGE AND THE PACIFIC COAST STOCK EXCHANGE. 'D THEREAFTER 
ON SUCH EXCHANGES, AND, IN THE CASE OF GENERAL'S DEBENTURES, ON 
A WHEN-ISSUED BASIS AND AFTER ISSUANCE IN THE OVER-THE-COUNTER 
MARKET UNLESS AND UNTIL LISTED ON THE NEW YORK STOCK EXCHANGE 
AND THE PACIFIC COAST STOCK EXCHANGE AND THEREAFTER ON SUCH 
EXCHANGES. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED 
AT ANY TIME. 
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GENERAL HOST CORPORATION 


General Host Corporation was incorporated as General Baking Company under the laws of the State 
of New York in 1911. The present name was adopted in April, 1967. The Company’s principal executive 
offices are located at 245 Park Avenue in New York City 

Three of the Company livistot Van de Kamp on the West Coast. “Bond” in the East and 
parts of the Midwest and “Eddy” in the Nor est, manutacture and sell complete lines of baked goods, 
including bread, roll es, pies, sweet goods, cookies. doughnuts and miscellaneous bakery products 
Van de Kamp’s also processes and sells frozen convenience foods and specialty items and operates coffee 
shops and restaurants. Another division, “Vernell’s”, manufactures candy which is sold throughout the 
country. See “Food Production and Processing Operations 

The Company's “Li'l General” division operates convenience stores, small self-service extended hour 
grocery stores, primarily in the Soutl | Southeast. See “Convenience Store Operations” 

Two wholly-owned subsidiaries, Yell me Park Company and Everglades Park Co., Inc., operate 
inns, lodges, restaurants, gasoline service itions and recreational facilities at Yellowstone National Park 
in Wyoming and Everglades National Park in Florida, respectively. Both companies operate under long 


term concession contracts with the U. S. National Park Service 


Terms and Conditions THE EXCHANGE OFFER 


General Host hereby offers to exchange General Host 7% Subordinated Debentures due February 1, 


1904 Debentures”) and General Host Warrants expiring January 31, 1979 to purchase General Host 
Common Stock at $40 per share (“Warrants”) for all of the outstanding shares of Armour Common 
Sto unl A\rmour Debentures tendered in acc lane th this kKxchange Offer n the ratio of 


(0 PRINCIPAL AMOUNT Of} Leith lt RES AND 24% WARRANTS, EACH 


WARRANT TO PURCHASE ONE SHARE OF GENERAL COMMON STOCK, 
IN EXCHANGE FOR 
EACH SHARE OF ARMOUK COMMON STOCK 
OR IN EXCHANGE FOR 
THE PRINCIPAL AMOUNT OF ARMOUR DEBENTURES (PRESENTLY $51.14) 
REQUIRED UPON CONVERSION TO OBTAIN ONE SHARE OF ARMOUR 
COMMON STOCK 


General host will not accept any tendered Armour securities unless upon acceptance of all tendered 
securities it would own more than 50% of the then outstanding Armour Common Stock, assuming con- 
version of all tendered Armour Debenture General Host presently owns approximately 16.5% of the 
outstanding shares of Armour Common Stock 

If General Host accepts any Armour share or Armour Debenture tendered, it will accept all 
Armour shares and Debentures tendered 

The principal amount of General Host Debentures may he applied in payment of the exercise 
price of the Warrants, regardless of the then market value of the Debentures 

\ meeting of shareholders of General Host approved the Exchange Offer on January 20, 1969 

Che Company has applied for listing of the Debentures on the New York Stock Exchange and 
Pacific Coast Stock Exchange, and the Warrants on the American Stock Exchange and the Pacific 
Coast Stock Exchange 


Tender Period and Expiration Date 


rhe Exchange fer will expire at 8:00 o'clock P.M., New York time, on February 14, 1969, 
subject to extension sy General Host for a further period or periods. Any such further period will be 
terminable by General Host on not less than 24 huurs’ notice delivered to the Exchange Agents. Such 
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date as so extended is herein referred to as the “Expiration Date”. All tenders of Armour securities are 
irrevocable until the earlier of the Expiration Date or March 31, 1969, and include all dividends, interest 
payments and other distributions the record date for which is subsequent to the date of this Prospectus, 


with the excepti« f the interest due on March 1, 1969 on the Armour Debentures 


Exchange Agents 


The Exchange Agents are The First Jersey National Bank and Union Bank. All correspondence to 
the Exchange Agents should be addressed as follows 


The First Jersey National Bank (hand deliveries: 1 Exchange Place 
P.O, Rox 6846 Jersey City, New Jersey 
Jersey City, New Jersey 07306 Window 20) 
Union Bank (hand deliveries: 742 South Hill Street 
Corporate Trust Department Los Angeles, California 
P. O. Box 2278 10th Floor) 9 
Terminal Annex 
Los Angeles California 90054 
Forwarding Agents 
The Forwarding Agents are: 
Republic National Bank of Dallas Boston Safe Deposit and Trust Company © 
Republic National Bank 1 «ilding 100 Franklin Street 
Pacific at Ervay Streets Boston, Massachusetts 
Dallas, Texas ith Floor 


6th Floor 


Girar¢? Trust Bank Bank of the Commonwealth 

1421 Chestnut Street Michigan Shelby Office 

Philadelphia, Pennsylvania Stock Transfer Department 
10th Floor Detroit, Michigan 


2nd Floor 
Crocker Citizens National Bank 
1 Montgomery Street 
San Francisco, California 
8th Floor 


Obligation to Purchase All Armour Securities 

General Host will irrevocably accept and will be deemed to have accepted all tendered shares of 
Armour Common Stock and all tendered Armour Debentures as of the later of (a) the date upon 
which the Exchange Agents certify that sufficient Armour securities have been tendered so that General 
Host would upon acceptance of tendered securities, own more than 50% of the outstanding Armour 
shares if the tendered Armour Debentures were converted, or (b) the date of receipt of the Letter ui 
Tender or an appropriate telegram or letter of guaranty by an Exchange Agent or Forwarding Agent, 
providec that such agent determines that the documentation with respect to such shares is -omplete or 
that General Host has waived any defects 


Fractional Interests of Armour Stockholders 

Debentures will be issued to tendering Armour stockholders in multiples of $60 principal amount, 
so no fractions of Debentures will be involved. A certificate in bearer form for one-half of a Warrant 
will be issued to each Armour stockholder who tenders an odd number of shares of Armour Common 
Stock. These half Warrants will be exercisable only in pairs, but will otherwise have th« same terms 
and conditions as full Warrants. Two half Warrants may be exchanged at any time for a ful’ Warrant 


Fractional Interests of Armour Debenture Holders 

No Debenture having a principal amount of less than $100, and no fractional Warrant, will be issued . 
to any holder of Armour Debentures. Instead, each Armour debentureholder who accepts the Exchange 
Offer will thereby be deemed to have irrevocably appointed the Exchange Agents his agents to deal 
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with his fractional interests, if any. By indicating upon his Letter of Tender his desire to buy that addi- 
tional fraction of a Debenture which will entitle him to a Debenture having a principal amount of $100 
or a multiple thereof, and letter his desire to buy such additional fraction of 
a Warrant as will entitle him to a full Warrant or to sell the fraction of a Debenture or of a Warrant 


to which he is entitled, the debentureholder may have the appropriate fraction sold or bought for him. If 


by indicating upon such 


no request for the purchase or saie of a fractional interest is received by an Exchange Agent, the deben- 
turcholder will be deemed to have elected to sell any such fractional interest. Fractional interests pur 
chase and sale orders will be effected as soon as practicable from time to time on the basis of prevailing 
market prices. If the debentureholder elects to sell any fractional interest, the sale price thereof will 
be remitted to him by check promptly after sale by an Exchange Agent. If he elects to buy a fractional 
interest, an Exchange Agent will bill him for the purchase price thereof and, upon receipt of such pur- 
chase price, a certificate for a Debenture in the amount of $100 or a multiple thereof and/or a certificate 
for a full Warrant will be issued to the Exchange Agent as agent for the debentureholder. If a debenture- 
holder who elects to purchase a fractional interest fails to remit the purchase price thereof to the 
Exchange Agent within thirty days after being billed, the Exchange Agent may sell such fractional interest 
for the account of the debentureholder. All expenses payable in connection with such purchases or sales 


{ fractional interests of holders of Armour Debentures will be borne by General Host 


Delivery of Debentures and Warrants 


With respect to all Armour securities tendered prior to the date upon which General Host becomes 
obligated to accept all tendered securities, General Host Debentures and Warrants will be delivered on 
the date of such approval or as soon as practicable thereafter. As Armour securities are tendered from 
time to time after such date, General Host Debentures and Warrants will be delivered as soon as prac 
ticable on a daily basis. However, in the case of tenders by telegram or letter of guarantee, General 
Host Debentures and Warrants will be delivered as soon as practicable after the Letters of Tender and 
Proxy and tendered certificates relating to such guarantees have been received by an Exchange Agent 
If General Host Warrants or Debentures issued in respect of purchased fractional interests are not 
immediately available for delivery, such Warra:ts and Debentures will be mailed separately as soon 
as tuey are available, but the remaining General Host Debentures and Warrants to which Armour 


securityholders are entitled will be delivered on the basis set forth above 


In order to expedite delivery, each tendering Arn rr securityholder will receive as soon as possible 
fter his delivery of Armour securities and acceptance by General Host one General Host Debenture 


in a denomination representing the aggregate principal amount, one General Host Warrant in a 


denomination representing the whole number of Warrants, and, where needel, a bearer certificate 

for one-haif of a Warrant to which he is entitled under the Exchange Offer; exept that, with respect 
jers of Armour Debentures, a $100 Debenture and/or a single Warrant which may be due in 

wccordance with purchase instructions respecting fractional interests will be delivered thereafter, as soon 

as possible after such jx chase has been effected and paid for 

Interest 


All Debentures will be dated as of M rch 1, 1969 and will bear interest from such date. A cash 
payment in lieu of interest will be paid to tendering stockholders from the date of receipt by an Exchange 
Agent of tendered certificates (or of a guarantee of future delivery of certificates) to March 1, 1969. 
Tendering holders of Armour Debentures will receive no cash payment in liew of interest but will remain 
entitled to receive interest through March i, i969 on the Armour Debentures 


Methods of Tendering Securities 

ecurity holders of Armour may tender the ecurities by completing and signing the apprupriate 
Letter of Tender accompanying this Prospectus an’ delivering such Letter of Tender, together with their 
certificates, to an Exchange Agent or Forwarding Agent on or prior to the Expiration Date. Insured 
registered mail, return receipt requested, is recommended if the mails are used. Letters of Tender and 
securities should not be delivered to General Host. Securities will also be deemed properly tendered 
if (a) prior to the Expiration Date, an Exchange Agent shall have received from a commercial bank 
or trust company in the continental United States, or a member firm of any registered national securities 
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exchange or member of the National Association of Securities Dealers, Inc., a letter or telegram giving 
the name of the tendering holder, the amount of securities tendered, and guaranteeing that the securities 
will be delivered to such Agent within eight business days after notice of acceptance of such tendered 
securities, and that such securities will be accompanied by a properly executed Letter of Tender relating 
to such securities (in which case, subject to subsequent cor pliance with clause (b) below, the securities 
to which the letter or telegram relates shall be deemed properly tendered as of the date of receipt of the 
letter or telegram) ; and (b) such Agent shall have in fact received the Letter of Tender and tendered 
certificate or certificates within eight business days after notice of acceptance of the tendered securities. 


Tendered Securities 

No variation in the terms of the Exchange Offer is presently contemplated. However, circumstances 
may arise under which the terms or conditions of the Exchange Offer may be increased or otherwise 
varied during the tender period or any extension thereof, provided that no such variation may result 
in any reduction in the amounts or terms of V/arrants and Debentures offered in exchange for each 
share of Armour stock or Armour Debentures. Among the factors that might have a bearing on any 
decision to vary the terms or conditions of the Exchange Offer would be changes in market conditions 
and further competitive bids for Armour stock, neither being presently predictable. In the event that 
Armour changes its business structure through the spin-off of assets or subsidiaries or similar actions, the 
Exchange Offer may be modified and other exchange offers may be made in respect of such spun-off 
assets or subsidiaries. If for any reason the terms of the offer should be increased, the terms of this 
Exchange Offer will be deemed amended so that all Armour holders tendering their securities pursuant 


to this Exchange Offer will receive any such increase, whether tendering before or after any such 
increase 


Any irregularities in connection with the tender of shares must be cured within such time as General 
Host shall determine, unless waived by General Host in its sole discretion. All tendered securities which 
are not in acceptable form for tender will be returned, without cost, by the Exchange Agents or 
Forwarding Agents .o the appropriate tendering securityholder as soon as practicable 


The Letter of Tender applicable to Armour common stock contains an irrevocable proxy in favor of 
General Host’s nominees authorizing the voting, at any annual or special meeting of Armour stock- 
holders, of tendered shares which are accepted prior to the date of such meeting. The Letters of 
Tender applicable both to Armour stock and Armour Debentures also contain irrevocable special powers 
of attorney to receive all future dividends or interest payments and other rights and benefits 2nd to 
execute from time to time one or more further powers of attorney or proxies in favor of a nominee or 
nominees of General Host. Such proxies and powers of attorney are solely for the purpose of vesting 
General Host with the full benefits of beneficial ownership of tendered and accepted Armour securities 
pending the recording of the transfer of such securities on the books of Armour 


Solicitation of Tenders 

Allen & Company Incorporated and Kleiner, Bell & Co., Incorporated, as Dealer Managers, have 
entered into an agreement with General Host a copy of which is filed as an exhibit to the Registration 
Statement, whereby they have agreed to use their best efforts to make arrangements for dealers who are 
members of the National Association of Securities Dealers, Inc (“NASD”) foreign dealers who comply 
with ihe rules ard regulations of the NASD, or members »f a national securities exchange, including 
themselves, to solicit exchanges pursuant to the Exchange Offer. As compensation for such services, 
General Host will pay to the Dealer Managers a fee of 40¢ for each share of Armour Common Stock 
tendered or each share of Armour Common Stock into which a tendered Armour Debenture could be 
converted in accordance vith the Exchange Offer, to be shared equally between them. No fees will be 
pai’ with respect to shares tendered after the Expiration Date. In addition, The Kissel-Blake Organiza- 
tion, Inc. and D. F. King & Co., Inc. have been retained to assist in the solicitation of tenders. 


Soliciting Dealers, including the Dealer Managers, when they act as such, but not including The 
Kissel-BlaJ.e Organization, iac, or D. F. King & Co., Inc. will receive a fee of $1.00 for each share of 
Armour Common Stock tendered or each share of Armour Common Stock into which a tendered Armour 
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Debenture could be converted in accordance with the Exchange Offer, but only if, with the approval 
of the tendering securityhe’ ‘er, the name of such Dealer has been inserted in a duly executed Letter of 
Tender in recognition of the Dealer’s services in effectuatiny the exchange and if such fee, in the 
opinion of General Host’s counsel, may legally be paid. No fees will be paid to Soliciting Dealers if the 
Exchange Offer is not consummated. 


Alt!iough they do not so intend, or intend to represent, the Dealer Managers and otier dealers, 
including The Kissel-Blake Organization, Inc. and D. F. King & Co., Inc. may be deemed to be 
underwriters within the meaning of the Securities Act of 1933. The Dealer Managers Agreement 
provides that General Host will indemnify the Dealer Managers against certain civil liabilities, including 
liability under the Securities Act of 1933. 


Payment of Expenses 


The expenses to be incurred in connection with the Exchange Offer, including the fees of the 
Exchange Agents, Forwarding Agents and The Kissel-Blake Organization, Inc. and D. F. King & Co., 
Inc. (which have been retained for aggregate estimated fees of $40,000 to assist in the solicitation of 
tenders), printing, accounting and legal fees, fees for registering the Debentures and Warrants (and shares 
of stock issuable pursuant to the Warrants) under Federal and state securities laws, stock transfer taxes, 
and miscellaneous other items, will be paid by General Host. Such expenses cannot be estimated 
with accuracy because of the variable factors involved ; however, if all shares of Armour Common Stock 
and all Armour Debentures were tendered, it is estimated that such expenses may be approximately 
$900,000. In addition General Host, has agreed to pay the fees and expenses of the Dealer Managers 
and Soliciting Dealers as set forth above under “Solicitation of Tenders”. If all shares of Armour 
Common Stock and all Armour Debentures were tendered, total fees and expenses payable by General 
Host would approximate $9,000,000. 


Federal Income Tax Consequences to Armour Securityholders Who Tender 
General Host has received an opinion from its counsel, Messrs. Lovejoy, Wasson, Lundgren & 
Ashton, that as to each Armour securityholder who exchanges shares of Armour Common Stock or 
Armour Debentures for Debentures and Warrants pursuant to the Exchange Offer: 
(a) Such Armour securityholder will realize gain or loss for Federal income tax put poses. 
(b) Gain or loss realized will be capital gain or Icss if the Armour Common Stock or Debentures 
exchanged are capital assets in the hands of such Armour securityholder. Gain or loss will be long- 
term or short-term, depending on whether such securities have been held for Federal income tax 
purposes for more than six months. However, if, and to the extent that, the Armour Debentures 
were issued at an original issue discount as defined by Section 1232 of the Internal Revenue Code 
of 1954, part of any gain would be taxed at ordinary income tax rates. Section 1232 provides 
in part that where the issue price of indebtedness which is a capital asset held for more than six 
months is less than the amount which the issue’ musi pay to retire such indebtedness, the difference 
may be taxed as ordinary income. Such original issue discount is defined in relevant part as the 
difference between the stated redemption price at maturity and the price at which the issue was 
first sold to the public. The gain on the sale of such indebtedness, if any, which is taxable as 
ordinary income is computed by multiplying the original issue discount by a fraction consisting 
of the number of complete months the indebtedness was held over the complete months from the 
original issue date to the maturity date of the indebtedness. Section 1232 provides that no original 
issue discount will exist if the discount is less than one-quarter of one percent of the redemption 
price of the indebtedness at maturity, multiplied by the number of complete years to maturit,* 
(c) Any Armour securityholder in whose hands the Armour Common Stock or Armour 
Debentures are a capital asset and who realizes a gain by acceptance of the Exchange Offer may by 
proper election postpone the Federal income taxation of such gain by reporting the exchange on 
the installment basis under Section 453 of the Internal Revenue Code, if the consideration received 
by him on the exchange exceeds $1,000 and the value of the Warrants received by him under the 
terms of the Exchange Offer in the year in which the exchange takes place does not exceed 30 
per cent of the selling price under the Exchange Offer of such Armour Common Stock or Armour 
Debentures. Based on values at the effective date of the Exchange Offer the value of Warrants 
received by Armour securityholders will 2; - wently exceed 30 per cent of the selling price under the 
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Exchange Offer, in which case installment basis treatment would not be available. Any Armour 
securityholder who elecis the installment basis should report as gain in any taxable year that portion 
of the payments received in that year (including, in the taxable year in which the ¢xc)\2nge occurs, the 
fair market value of the Warrants on the date of exchange) which the total g: ‘s to the total 
value of the selling price. If such Armour securityholder disposes of his “‘eben ~2.. (within the 
meaning of Section 453(d) of the Code), he will realize gain or loss i: € \#>cwie year of such 


disposition. 

(d) Any Armour securityholder who cannot or does not elect to rep: ‘is gain on the install- 
ment basis will realize gain or loss in the taxable year in which the exchange is made mieasured by 
the difference between (i) the fair market value of the Debentures and Warrants on uate of 
such exchange, and (ii) his cost or other basis for the Armour Common Stock or Armour Debentures 
exchauged. 


Counsel has expressed no opinion with respect to the Federal income tax consequences of the 
Exchange Offer to Armour securityholders who are dealers in securities or are otherwise ineligible for 
capital gain or loss treatment or who are members of special classes of taxpayers, under special pro- 
visions of the Code. In addition, counsel has expressed no opinion with respect to the Federal income 
tax cuusequences to Armour securityholders of any original issue discount on the Debentures (see (b) 
above). There is no clear authority as to whether discount can exist where debentures are issued in 
exchange for common stock or other property rather than for cash. As noted in (b) above, no original 
issue discount would exist if discount is less than 14 of 1 per cent of the redemption price of the Deben- 
tures at maturity niultiplied by the number of complete years to maturity. 

For further information regarding the Federal income tax consequences of the Exchange Offer, 
Armour securityholders are advised to consult with their own tax advisors. 


Basis for Determination of the Exchange Offer 

In arriving at the Exchange Offer, Gene:\1 Host has taken into consideration the relative finan- 
cial positions and recent operating results of General Iiost and Armour and the businesses of zach. 
Consideration was also given to the market values of their securities and to the $70 offer to purchase 41% 
of Armour’s Common Stock by The Greyhound Corporation (see page A-8 to this Prospectus). None 
of the Del sutures or Warrants to be issued in the Exchange Offer are outstanding and therefore there is 
no established market for them 

In August, 1968, General Host purchased 150,000 shares of Armer stock from Gulf & Westera 
Industries, Inc. (“Gulf & Western”), and received an option from Gulf & W »stern to purchase an additional 
600,000 shares of Armour. General Host paid $56 per share for the 150,000 Armour shares and issued to 
Gulf & Western a ten-year warrant to purchase 175,000 shares of General Host’s Common Stock at $30 
per share. The number of shares subject to the warrant have since increased to 184,146 and the warrant 
exercise price has been reduced to $28.51 per share pursuant to the antidilution provisions of the 
warrant. In October, 1968, General Host exercised its option and «. ‘chased the 600,000 shares of 
Armour from Gulf & Western at a price of $60 per share. Subse iiently General Host purchased an 
additional 252,500 shares of Armour stock in the open market at vai_ prices which averaged $58.74 
per share. Presently General Host owns 1,002,500 shares of Armour stock representing approximately 
16.5% of the total outstanding. 


Position of Armour’s Present Management 

The present management of Armour has announced its opposition to the Exchange Offer in 
newspaper advertisements, in letters to Armour stockholders, in various press releases, in letters to 
financial institutions, in written and oral communications with various regulatory agencies and in a 
1awsuit commenced on January 23, 1969 in the United States District Court for the Southern District 
of New York. The lawsuit (Armour and Company et al. v. General Host Corporation et al.) charges 
the Company, its Directors and financial officers and the Dealer Managers with various conspiracies 
and acts in violation of the securities laws and seeks to enjoin the making and consummation of this 
Exchange Offer. On January 27, 1969, Armour’s application for a temporary restraining order was 
denied by the Court. The Court set a hearing date of February 4, 1969 on Armour’s motion for a pre- 
liminary injunction against the Exchange Offer. In the opinion of counsel for the Company, there 
appears to be no merit to the contentions presented in this action. Additionally, on January 28, 1969, 
Armour petitioned the Secretary of State of Illinois to prohibit General Host from making the Exchange 
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Offer in the State of Illinois, and obtained from the Illinois Securities Commissioner, ex parte and in 
camera, a temporary order restraining the Exchange Offer from being made in Illinois pending a 
hearing, because of an alleged lack of soundness of the Fxchange Offer. General Host was not 
represented at the proceedings at which the temporary order was granted, and is moving for an immediate 
hearing on the matter. In the opinion of counsel for the Company, there appears to be no merit to 
the contentions presente in this proceedi 


Antitrust Aspects 

On January 21, 1969, General Host won complete dismissal of a legal action instituted the day 
before by the Depaffifient of Justice in the United States District Court for the Northern District 
of Illinois. This action had sought to enjoin General Host from proceeding with the Exchange Offer or 
from otherwise acquiring additional shares of Armour stock It had been based upon the theory that a 
1920 Packers’ Consent Decree which resulted from an earlier lawsuit against Armour (United States v. 
Swift and Company, et al.) is or could be made applicable to General Host Corporation. The Federal 
Court rejected this theory and held that this Decree does not forbid acquisition by General Host of a 
controlling stock interest in Armour. Although an appeal of this decision could be made to the United 
States Supreme Court, the Department of Justice has not indicated whether it will appeal the decision. 
The decision in this case does not foreclose the Department of Justice from bringing an entirely new 
lawsuit based upon the general anti-trust laws. However, there has been no indication that the Depart- 
ment intends to bring such an actiou 

To resolve this matter, if any Department of Justice appeal is successful or if the Department , 
were to succeed in some other action, the Company may find it necessary or desirable to dispose of all 
or a part of its currently operating businesses or all or a part of its stock in Armour. Any disposit‘on by 
General of any portion of its assets would be made only to the extent that management, upon advice of 
legal counsel, deems appropriate in the light of any decision that may be made by the Supreme Court if 
the matter is reviewed by it, or, possibly, by a lower court, if some other action were to be brought by 
the Department of Justice. To the extent that under such possible circumstances General Host may 
dispose of any of its assets, the pro forma capitalization table and financial statements contained herein 


might not be representative of the Company's operations. While it is impossible to predict to whom, 
when, and at what price, favorable or unfavorable, any such possible disposition of assets may be made, 
or what utilization would be made of the proceeds of any such possible disposition, it is the opinion of 
management, based upon a present valuation of the Company’s operating businesses, that any such possible 


disposition under present circumstances would not have a material adverse effect upon the Company's 
financial position. 


Other Aspects of the Exchange Offer 

General Host reserves the right in its sole discretion to make offers subsequent to the expiration 
of the Exchange Offer for shares of Armour Common Stock or for Armou Debentures on a cash or 
exchange-of-securities basis or a combination thereof, by merger, or otheiwise, which offers could 
differ in terms from the Exchange Offer described herein 


General Host intends to act promptly both before and after consummation of the Exchange Offer to 
obtain control of the board of directors and management of Armour. In this connection it may engage in 
the solicitation of proxies for the election of directors of Armour and other matters, both at the 
February 21, 1969 annual meeting of Armour and Company and otherwise. 


General Host may find it desirable upon consummation of the Exchange Offer to propose to stock- 
holders of the relevant corporations a merger or consolidation of it or its present or future subsidiaries 
with Armour or certain of its subsidiaries, or General Host may find it desirable to dispose of portions 
of the assets presently held by it or by Armour. If no such merger or consolidation occurs, and if 
General Host has not acquired more than 80% of Armour’s Common Stock, which would allow it to 
enter into tax-saving arrangements, General Host may find it necessary or desirable to increase the 
dividend paid on common stock by Armour, or to incur new indebtedness or issue additional equity 
——Phe acquisition of a majority of the Common Stock of Armour will be accounted for as a purchase. I 
Price Waterhouse & Co., the Company’s independent accountants, have reviewed the foregoing account- 
ing treatment and approved it as being in accordance with generally accepted accounting principles. 
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The proceeds to General Host from any exercise of the Warrants will be used for general corporate 
purposes, which may include improvement or expansion of existing facilities, acquisition of new facilities 
or businesses, or retirement of deb’. 


Information Concerning Armour 


See Annex A to this Prospectus for information concerning Armour and the financial statements 

Armour. General Host has requested information from Armour for use in connection with the 
Exchange Offer. To date Armour has declined to supply such information except for its annual report 
to stockholders and has declined to authorize its independent accountants to furnish General Host with 
signed opinions or consents. Consequently, except as otherwise indicated, all information relating to 
Armour, including but not limited to financial statements and statistical material, is based upon published 
information, including information filed with the Securities and Exchange Commission. Such Com- 
mission does not approve, disapprove or pass upon the accuracy of such information. Except as stated 
herein, the latest such information included was, as to audited financial statements, as of and for the 
year ended November 2, 1968 and, as to non-financial data, that information available at January 20, 
1969. Except as stated herein, any other information regarding Armour was either not available to 
General Host or available only at the cost of unreasonable effort and expense. Although the information 
concerning Armour has been taken from public records and other sources believed by General Host 
to be reliable, General Host cannot warrant the accuracy or completeness of the information concerning 
Armour contained herein or that events, unknown to General Host, have not occurred which would 
affect the significance or accura y of such information. If Armour releases significant data differing in 
material effect from that presented herein before or during the course of the Exchange Offer General 
Host will amend or supplement this Prospectus. 


EFFECT OF EXCHANGE ON ARMOUR STOCKHOLDERS 
WHO ACCEPT OFFER 


Armour has been paying dividends on its Common Stock at an 7anual rate of $1.60 per share during 
its last 17 fiscal quarters, and Armour’s net annual per share earniigs during the years 1964-1968 were 
only $3.70, $2.51, $(0.04), $2.61 and $1.32, respectively Ther» would be $4.20 in annual interest 
payable on the $60 principal amount of General Host 7% Deber tures proposed to be exchanged for 
each Armour share. 


The per share book value of Armour (undiluted) at November 2, 1968 was $39.23. Under the 
Exchange Offer, $60 in principal amount of Debentures would be exchanged for each Armour share. 


In addition, Armour stockholders would have the opportunity to participate in any possible future 
increases in the market value of General Host’s stock through the 2% Warrants to purchase General 
Host’s stock at $40 also to be exchanged for each Art.our share. 


PRO FORMA EFFECT OF EXCHANGE ON GENERAL HOST 


PER SHARE EARNINGS ip 


General Host pro forma net income for the unaudited 52 weeks ended October 5, 1968, amounted 
to $1.12 per share based on average shares outstanding of 4,179,748 (including the common share 
equivalent of the 5% convertible subordinate notes of 1,755,555 shares). There is no way to deter- 
mine the extent to which Armour stock will be exchanged for the Debentures and Warrants offered. 
However, combining General Host operations for the 52 weeks ended October 5, 1968 and Armour 
operations for its fiscal year ended November 2, 1968, General Host’s pro forma income before extraor- 
dinary items would range from a high of $3.30 per share if Armour is 100% owned to a low of $1.03 
per share if Armour is only 60% owned. After giving effect to extraordinary items, consisting primarily 
of Armour’s $13,215,000 non-recurring less incurred in the disposition of its domestic Agricultural 
Chemical Division in 1968, General’s Host’s pro forma net income (loss) would range from a high of 
$.45 per share if Armour is 80% owned to a low of ($.74) per share if Armour is 60% owned. For 
further information, including effect of exercise of Warrants by application of principal amount of 
Debentures to the exercise price, see ‘Pro Forma Combined Statements of Income”. 
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The following table 


PRO FORMA EFFECT OF EXCHANGE ON GENERAL HOST 
PER SHARE BOOK VALUE 


Book Value 
Assuming 
Pro Forma(t)(3) Dilution (2) 
Assuming 16.5% ownership of Armour ......... $20.02 $20.39 
Assuming 51% ownership of Armour .......... $26.09 $26.08 
Assuming 60% ownership of Armour .......... $27.59 $27.49 
Assuming 80% ownership of Armour .......... $30.94 $30.63 
Assuming 100% ownership of Armour ........ $34.29 $33.77 
(1) Represents | \ it October 5, 1968, adjusted to give retroactive effect tc 
‘ ersion of t ¢ vertible subordinate notes and issuance of General's 7% 
thordinated d ires and warrant 

(2) Represents |! value at October 5, 1968, adjusted to give retroactive effect to the 
transac r i to in (1) above and the exercise of the ten year warrant 


T 


issued to Gulf & Western Industries, Inc. and outstanding employce stock options 


(Not including « ' f use of 7% Subordinated Debentures 


Warrants. ) 


xercise 


(3) Included in the pro forma book value are unamortized bond discount and excess of 


cost of investment in Armour over equity in net assets of $23.33 per share a 


$27.90 at 60%, $38.06 at 80% and $48.21 at 100% 


PRICE RANGES OF COMMON STOCK 


General Host Corporation 


Year 
1966 
Ist quarter ........ cece ccecccrccceees 
2nd quarter ......-eeeeeeecerreeeceece 
Brd quarter ......-eeeeeeeeeeeeeeneers 
4th quarter .......-seeeeeeeeeereeeees 
1967 
Ist quarter ......sceeereerereeeeeccess 
2nd quarter ........+eeeeceeeeeeeeeess 
3rd quarter .......eeeeeeeceeeeeeneces 
4th quarter .......+-ee05- cevcescocese 
1968 
Ist quarter .......ee cece ee eeeeseeseers 
2nd quarter .....--.eeeecseeeeeeceeees 
3rd quarter ......eeeeeerereeeer sence 
4th quarter .... cece eeececeeecceees 
1969 
Ist quarter through January 28 ........- 


1] 


High 


4054 


t 51%, 


sets forth the closing price ranges of General Common Stock on the New 
York Stock Exchange during each of the last three calendar years: 


On January 28, 1969 the reported closing price per share of General Common Stock was 39%. 


Armour and Company 
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The following table sets forth the high and low selling prices for Armour Common Stock on the 


New York Stock Exchange during each of the last three calendar years: 


Year High 
1966 : 
Ist quarter ....cccccccccccccccccccces 48 
O2nd GUATter .cccccccccccceccccsccccces 47% 
Srd quarter ...ccccccccccccccccccccecs 37% 
4th quarter .....cccccscccccvccccccccs 34 
19t 
Ist quarter ....ccccccccvccceccccccoces 39 
2nd quarter ......scccccccccccccccccce 36% 
3rd quarter .....ccccccccccccccccccces 40% 
4th quarter .....ccccccesecccccecccces 37% 
1968 : 
[st quarter .......ccccccccccccccsececs 46% 
And quarter ....cecsecereccceccccccees 52% 
3rd quarter .....ccceccccceseccccccess 50 
Ath quarter ........ceecececcccceccers 63% 
1969 
Ist quarter through January 28 .......-. 65 


Low 


42% 
35% 
28% 
26Y, 


31 
32 
35% 
32% 


32% 
34% 


[he reported closing price per share of Armour Common Stock on January 28, 1969, was 65. 


On January 28, 1969 The Greyhound Corporation offered to acquire up to 41% of Armour’s out 
standing Common Stock for $65 per share. On January 30, 1969, this offer was increased to $70 


per share (see p. A-8 of this Prospectus). 


JA 832 
GENERAL HOST CORPORATION 
ARMOUR AND COMPANY 
CAPITALIZATION 
, Oetertend Pro Forma Assuming Armour is 
eeaiien si ao. rr ia a | 100% — 
November 30, 1968 Owned Owned Jwned Owned 
General Host ————— — 
Long-Term Debt(1) 
Company 
iyable to imsurance 


$ 9,100,000 $ 9%.400,000 $ 9,400,000 $ 9,400,000 3 9,400,000 


6% Cumulative Income Subordinated 


Dehentures due 12/1/90 9,134,400 9,134,400 9,134,400 9,134,400 9,134,400 
Notes Payable to banks due 1968-1973 1,750,000 4,750,000 4.750.000 4,750,000 4,750,000 
5% Convertible Subordinate Not jue 
6/15/88 EGPe a $7,400,000 $7,400,000 $7,400,000 17,400,000 47,400,000 
Ra loans (3) oe 14M nD | A . 16,210,000 18, 100,000 70,000,000 
Other ; HZ 04 RO 402 RO 402 920. 402 
hordinated Debenture $ 147,480,000 184,140,000 265,620,000 347,040,000 
Subsidiaries : 
Subsidiary Note Payable to bank due 
1969 ? ee ara na hale 440,000 $40,000 $40,000 340,000 340.000 
Other Subsidiary Debt 3% to 6% 695,431 695,431 695,431 695,431 695,431 
Armour 
Long-Term Debt(1) 
First Mortgage Sinking Fund Bonds. 16,046,000 16,046,000 16,046,000 16,046,000 
h } alele a ( L.000.000 1.000.000 1.000.000 24.000,001 
7% Purchase Money Note due 1/11/71 1.000.000 000.000 100.000 3,000,000 
Equipment lease obligations 9,734,000 9,754,000 9,754,000 9,754,000 
5% Cumulative Income Subordinated 
Debentures due 11/1/84 : $7,525,000 47 10 4 O00 ; ,000 
ta $80,700 $335.8 } $373,3605,233 $456.74 } $540. 3 
Capital Stock 
General Host Common Stock $1 pa 
und (8 $ 2,550,872 $ 2,550,872 $ 2,550,872 $ 2,550,872 $ 2,550,872 
General Host capital in excess of par 
value 14,298,998 40,329,000 46,300,090 61,181,000 75,552,000 
Arn r and Company $4.75 Preferred 
xk ($100 par value) 3 92,635,200 52,635,200 52,635,200 52,635,200 
(1) Ir le ong-term debt due within one year 


(2) The notes payable to insurance companies bear interest at 544%. These notes will be repaid in August 1969 if General 
| t mates the Exchange Offer and it is presently anticipated that they will be refinanced at the company’s 
present borrowing rate 

(3) Represents proceeds from a $20,000,000 loan agreement entered into on November 1, 1968. Interest is 1% above the 


prime rate 


(4) 79% Subordinated ce ture ich are to be issued in exchange for Art ir sto at the rate of $60 principal amount 
warrants per Armour share The debentures will be due February 1, 1994 
(5) Art horrowed funds under a 1966 revolving bank credit agreement Interest at the prime rate. On April 1 


1969 Armour may convert any portion of this debt into 5% term notes pay able in eight semi-annual instalments 
to April 1, 1973 


(6) Includes 63,000 shares held in treasury 


(7) A proy i! to amend? rtificate of meorporation by increa e authorized number « ire xf common stock 
ny y fro 0,000,000 ar t 0.000.000 shar ted at pecial meeting of areholders held 
| f } ny) t my y also has 1,000,000 share Vreterred St $l par \ 1¢ authorized, none of 
(8) The number of warrants to purchase General Host Corporatic mmo tor le ued under the above assump 
t lt proce h may m part melude recducts ited ch t to be received 
fr the ex et follow 
51% o% son. 100%, 
Number of warrants 6,145,000 6 00 11,067,500 14,460,000 
Proceeds .......++. pavcveecncecsuesces SOCREEe $.306,900,000 $42,700,000 $578,400,000 
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GENERAL HOST CORPORATION 
ARMOUR AND COMPANY 


PRO FORMA COMBINED STATEMENTS OF INCOME 
(unaudited) 


The following unaudited pro forma statement combines the operations of General for the 52 week 
period ended October 5. 1968. adjusted to give effect to certain transactions occurring subsequent to 
October 5, 1968 as set forth in Note 1 hereto, with those of Armour for the 53 week period ended 
November 2, 1968, as set forth in Armour’s Consolidated Statement of Earnings included elsewhere 
herein ee “Information concerning Armour” elsewhere herein. This statement assumes the issuance 
for each share of Armour’s common stock acquired, of $60 principal amount of General's 7% subordinated 
debentures due February 1, 1994 plus 24 warrants expiring January 31, 1979 to purchase General 
common stock. See “Description of Debentures” and “Description of Warrants” elsewhere herein 
Inasmuch as there can be no assurance of the extent to which the Armour shares will be exchanged for 
the General debentures and warrants, this statement gives effect to the assumptions that General acquires 
51%, 60%, 80% and 100% of the outstanding common stock of Armour and that the transaction will 
be accounted for as a purchase. This statement should be read in conjunction with the financial statements 
of the respective companies included elsewhere hercin. 


General Host Pro Forma General Host Corporatica 
Armour and Corporation assuming Armour is 
Company Pro Forma eet 
(Historical) (Note 1) 51% owned KR owned 8% owned 198°% naned 
(Stated tn thousands of dollars) 
DON) cvinnpce sy snbasinikcnerecedass $2,096,402 $ 202,039 $2,298,441 $2,298,441 $2,298,441 $2,298,441 
Costs and expenses ................ 2,048,749 198,881 2,259,004 2,261,714 2,267,732 2,273,746 
pein: WANING. 553525 ssecesanceak 739 - 14,722 12,613 7,926 3,239 
Federal income taxes , -«» 21,670 ___— 8B 22,164, 22,164 11,961 ___- 8,785 
2,071,158 199,249 2,295,890 2,296,491 2,287,619 2,285,770 
Income before extraordinary items .. 25,244 is 2,790 ~~ 2551 1,950 10,822 > 12671 
Extraordinary items, net of related 
taxes and minority interest ........ __ (13,215) a 517 __ (6,223) (7,412) (10,055) (12,698) 
Pro forma net income (loss) ...... 12.929 3,307 (3,672) (5,462) 767 (27) 
Dividends on preferred shares ..... 2,500 -~ — _ _ _ 


Pro forma income (loss) applicable 
to common stock . : 


$ 9529 $ 3,307 $ (3,672) $ (5462) $ 767 $ (27) 


—_—_ — . ——___— = = = —_ $$ ——— 4 

Income per share: 

Income before extraordinary items $ 3.15 $ 1.00 

Extraordinary items ........... ___ 1.83) _.12 

gd ener dacandan $ 1.32 $ 1.12 
Pro forma income (loss) per share “is - 

Income before extraordinary items $1.18 $ 1.03 $ 2.86 $330 

Extraordinary items ....... me: _ (49) ____—(1.77) _ (41) _ (304) 

Pro forma net income (loss) .. $(.31) $ (74) $ 4S $ 2 
Fully diluted pro forma income per : ss eo a; — 

share: 

Income before extraordinary items $1.70 $ 1.76 $ 1.94 $1.9 

Extraordinary items ........... oe *.) eo | eee ee 

Fully diluted pro forma net income $ 91 $ 92 $1.01 $1.00 


The amounts included above for pro forma General Host Corporation assuming Armour is 51% owned, 
60% owned, 30% owned and 100% owned do not include any amounts for amortization of the estimated 
excess of the purchase price over the net assets of Armour acquired of $73,248,000, $86,249,000, $115,152,000 
and $143,994,000, respectively, because the Company does not have sufficient information at this time tc 
make any allocation of such excess. When such allocation can be made, it is intended that the excess will 
be allocated among Armour’s assets based on their present values. To the extent such allocation is made to 
depreciable or amortizable assets, increased depreciation and amortization could have a material effect on 
future earnings of General Host Corporation. 


NOTE 1: 


The General Host Corporation pro forma column represents the historical operations of the company for the 
52 week period ended October 5, 1968, adjusted to give retroactive effect for the full year to 
(a) The issuance in October 1968 of $47,400,000 of 5% convertible subordinate notes, due 1988, and the use of the pro- 
ceeds to purchase 750,000 shares of Armour common stock. 


(b) The $14,000,000 bank loan in November 1968 and the use of the proceeds to purchase 252,500 shares of Armour 
common stock 
14 
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GENERAL HOST CORPORATION 
ARMOUR AND COMPANY 


NOTES TO PRO FORMA COMBINED STATEMENTS OF INCOME 
NOTE 2: 


The following pro forma adjustments are given effect to in the above pro forma combined statements of income: 
Pro Forma General Host Corporation 
General Host assuming Armour te 
Carpora tion —_ —_—— 
(Pro Forma) 51% owned 60% owned Se& owned 100%, owned 


—— 


Net income of General Host for unaudited 52 (Stated in thousands af dollars) 
weeks ended October 5, 1968 , $3,628 $ 3,628 $ 3,628 $ 3,628 $ 3,628 
Add 
Dividend income () ... sa'0 1,604 _ _ 
Net income of Armour (b) ..... weepae 12,720 12,720 12,720 12,720 
§,232 16,348 16,348 16,348 16,348 
Deduct 
Interest expense (c) .. P : 3420 14,655 17,365 23,383 29,397 
Minority interest in net income of Armour (d) 7,508 6,588 4,544 2,500 
Income tax effect of above adjustments (1,495) (2,143) (2,143) (12,346) (15,522) 
1,92 10,020 21,810 15,581 16,375 
Pro forma net income (loss) eer $3,307 $( 3,672) $(5,462) $ 767 $ (27) 


(a) Represents dividends on 1,002,50° shares of Armour common stock at an assumed annual dividend rate of »..60 per 
share. Although the assumed rate of $1.60 per share reflects Armour’s actual dividend policy during its last seventeen 
fiscal quarters, the company has no control over Armour’s dividend policy .nd there is no assurance that this policy 


will be continued. 


(b) Represents Armour’s net income for the fiscal year ended November 2, 1968 in the amount of $12,029,000, adjusted 
‘o give effect to the estirmate, annual interest savings, net of tax, of $691,000 resulting from the assumed conversion 
of Armour’s 44% convertible subordinate4 4sbentures at the beginning of the period. See Note 4 to the pro forma 
combined statements of income. 


(c) Represents interest expense for a full year on the following 


1) The $47,400,000 of 5% convertible subordinate notes of General issued in October 1968 and the $14,000,000 bank 
loan in November, the proceeds of whicli were used to acquire shares of Armour common stoc! 


(2) The 7% subordinated debentures of General which will be issued in exchange for Armour stock at the rate of 
$60 principal amount plus 24 warrants exy.ring January 31, 1979. Interest expense for the 7% debentures includes 
a full year’s amortization of the estimated original issue discount on the 7% subordinated febentures computed by 
the “interest method”. The aggregate amount of the original issue discount is estimated to be $61,253,000 on the 
100% owned basis and the amortization thereof computed by the “interest method”, will gradually increase from 
$731,000 in the first year to $5,728,000 in the twenty-fifth year 
(3) The refinancing of General's 514% notes payable to insurance companies in the amount of $9,400,000, through 
borrowings at the company’s current borrowing rate. 
(4) Additional borrowings under General's bank loan agreement of $1,300,000, $2,200,000, $4,100,000 and $6,000,000 
on the 51%, 60%, 80% and 100% owned bases, respectively 

(d) Represents the minority share of Armour’s net income plus the $2,500,000 annual dividend on the 526,352 shares 
of Armour $4.75 preferred stock outstanding. 


NOTE 3: 

No pro forma adjustment has been made to reflect amortization of the excess of the purchase price over the net 
assets of Armour acquired because the company does not have sufficient information to make any allocation of such 
excess. 


NOTE 4: 


In determining the number of shares of Armour which would have to be acquired to attain the various levels of 
ownership reflected in the pro forma combined balance sheets and statements of income, it was assumed that the Armour 
4%4% convertible subordinated debentures outstanding at November 2, 1968 were converted into common stock of Armour 
at the beginning of the year and that the Armour stock options outstanding at November 2, 1968 were exercised at 
th: beginning of the year and the proceeds used to acquire Armour common stock for the treasury at the current 


market price 


JA 835 


If the debentures and stock options were assumed not to have been converted and exercised and accorcuygly th 
related shares not tendered in the exchange offer, pro forma wet imcome on the 100% owned losis would be inereased by 
pproximatels $7.2A),000, re enity the huctims We MCTEst expects tof related tase ons the /* vile ot hesnatert 


debentures of General not issued 


NOTE 5 

The Armour and Company (Historical) earnings per share are based on the weighted average shares of Armour 
outstanding ring the year ended November 2 ts 

Ihe pro forma ¢ ngs (lo per share a based on the avery { . , eT wh 


outstanding during the 52 weeks ended October 5, 1968, after giving retroactive effect w (1) the streres issued in exchanme 
K & & 


for the stock of Li'l General Stores, Inc. on July 19, 1968 and (2) the common share equivalent (1,75 > shares) of the 


company's ivertible sbordimate notes maued im October 
A “residual security”, as defined by the Accounting Principles Board of the Americas. lastitute of Certified Publix o 
Accountants, is one which clearly derives a major portion of its value from its couve um rights or its commun stock 
characteristics. Under this definition, the company’s 5% convertible subordinate notes were not residual securities at 
the ti | ance Hlowever, as defined by the Secur mal ft ( 
at the time of uance, the terms are such as to result in immediate material dilution to rina t ‘ hare 
assuming conversion, whether or not a majority of its value may be derived tne COMIVET SH apg het ilnder tl 
uton, t nipany "> convertible mrdinate note ire “re mal” securities atl, accordingly, chev ie ite 
equivalent has been combined with the average shares outstanding im con ting pro torma carnengs (lows) per shot 
NOTE 6 
! | ' i a 
re ¢ ' ad « exten ec / | TT ' 
theretor 
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GENERAL HOST CORPORATION JA 836 
ARMOUR AND COMPANY 


PRO FORMA COMBINED BALANCE SHEETS 
(unaudited) 


The following unaudited pro forma balance sheets combine the accounts of General at October 5, 


1018, adjusted to give effect to certain transactions occurring subsequent to October 5, 1968 as set forth in 
te 1 hereto. with those of Arn ur at November 2, 1968 as set forth in Armour’s Consolidated State- 
, i financial Posi , ere bw ee “lntlormation Concernmg Arnwur’ elsewhere 
re weh a er ‘ » assurance of the extent to which the Armour shares will be 
en ‘ for (leneral hele reat | ‘ t rive etiect lo the assuniplio hat 


General will acquire 51%, 609%, 80%. and 100% of the outstanding common stock of Armour and that the 
transaction will be accounted for as a purchase, This statement should be read in conjunction with the 


financial statements of the respective companies included elsewhere herein 


Canerel Iteet 


Areas and Canpes ation Pio Forma General Hioet Corporation assuming Armour le 
( opens re | ome == 
(Dhieterteal) (Nete 1) i owoed Oo owned eh owned 100% owned 
(Stated tn thmssede of datlers) 
ASSETS 
Current ageets ° ° OE $ 5519 $372.26) $372,207 $372,207 $372,267 
Investment in Armour and Company (A), 7 —_ om am 
Other tmyestments ... 66 cece ce enee W651 193 O44 44 0-4 1,844 
Property and plant P 1 48 TAB 179,517 179,517 179,51 79,517 
Deferred charges ......- AL oo) 1,8 659 1149 13,439 Liaw 
Linamortized bond discount , i 21M 46,352 @,%1 


Excess of cost of investment in 
\rmour over equity in net assets 1248 249 115,15 143.994 


Total assets ..... 4A $1.19,M6 $735,4 $754.80 $797,971 $41,022 


LIABILITIES AND 
STOCKHOLDERS’ EQUITY 


Current liabilities ....... seged $ M416 $ 14.974 $110,099 $110.09 $110,099 $110,099 
Longe term debt ; Sessa 126,258 45,007 MC, OFA 180,946 182,847 184,747 
7% Subordinated debentures ........ 147,480 184,140 5,620 447,040 
Reserves and deferred credits ....... 504 177% 274 4,274 4,274 4,274 
Minority interest in subsidiary ... 11,56 145,005 10,49 06,012 11,534 

268,092 101,411 619,548 12,549 061,452 690,294 


STOCKHOLDERS’ EQUITY 


Wastessel WOU wiacciectosssacaens 635 $2,035 52,635 52,635 52,635 
Common stock .....666+ , ‘ $8,071 é,551 2,551 2,551 2,551 2,551 
Capital in excess of par value .. 152.095 14,299 40,329 46 BOO 61,181 75,552 
Retained carnings .... PPTTITITI TL 124,093 22,945 22,60 555 22,392 22,70) 
67,44 9,795 118,145 124,541 138,759 152,968 

Less: cost of treasury stock ... 75,717 2240 2,240 22 2240 2.240 
Total Stockholders’ Equity “1,777 37,555 115,905 122,301 14,519 1.728 


Total Lisbilities and Stockholders’ 
Baalty .cccccccccscccccevess 


$500,409 $139,446 $755,453 $7489 $797,9/1 $841,022 
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GENERAL HOST CORPOR... ION 
ARMOUR AND COMPANY 


NOTES TO PRO FORMA COMBINED BALANCE SHEETS 


NOTE 1: 
The General Host Corporation pro forma columm represents the historical financial position of the company at 
October 5, 1968, adiu 1 to give retroactive effect to 


(a) The issuance by the company in October 1968 of $47,400,000 of 5% convertible subordinate notes, due 1988, 


and the use of the y «ceeds to purchase 750,000 shares of Armour common stock 


(b) The company’s $14,000,000 ban} 


loan in November 1968 and the use of the proceeds to purchase 252,500 shares 
of Armour common stock 


NOTE 2 


No allocation has been made of the excess of the purchase price over the net assets of Armour acquired because the 


Company does not have sufficient information to make such an allocation 


NOTE 3: 


The fol .wing pro forma adjustments have been given effect to in the above statement 


a) The sale in October 1968 of $47,400,000 of General's 5% convertible subordinate notes, the bank bor: ™ of 
$14,000,000 in November 1968 and the purchase of 1,002,500 shares of Armour conunon stock with the proceeds therefrom 
b) The conversion of Armour's 4 2% convertible bordimated! debentures into 636.64 hares of Armour common 
stock aml the exercise « \ mut ‘ e¢ Shek options mito 140.040 ‘ of Arun 


common at the beginning of 
the period 


assumed borrowing, at the company's current borrowing rate, of $1,200,000, $2,200,000, $4,100,000 and 

$6,000,000 on the 51%, 00%, 80% and 100% owned ha respectively, representing the excess of the maximum 

timated ex ot the 5 eu tends ‘ t amount of tternilly generated funds presently available 
for such purpose 

} he jance by General for ¢ are ! Annour common stock, of $40 prneipal amount, 7% subordinated 

lebentures and warrants to purchase 2 ires of Creneral common stock, The 7% debentures have been recorded at 


an assumed original issue discount of 17.65% and amortization for a full year recorded by use of the “interest method” 
The warrants have been recorded at an assumed value equivalent to the original issue discount on the 7% debentures 


by increasing both the mvestwent in the stock of Armour and capital in excess of par value 
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GENEKAL HOST CORPORATION 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 


The following consolidated statement of ticome, iivlar as i relates to the five fiscal years ended December 30, 
1967, has been examined by Price Waterhouse & Co, independent accountants, whose opinion thereon (which 
curtal 1 qualification as to consistency i the application of accounting principles relating to che m hod of com 


puting depreciation as explained i Note (b) hereto, and which ts based in part on the opinions of other independent 


accountants) appears elsewhere herein, ‘This statenent includes the results of operations of 1.i'| General Stores, Inc 
which was merged into General Host Corpewation on futy 19, 1908 and accounted for as a pooling of interests In 
the opin t the ¢ ompany, all adjustinent comsisting only of normal recurring adjustmenis, necessary for a fair 
latement of the results for the unaudited interun pervals, have been included. This statement should be read in 


conjunction with the other consolidated financial statements and notes thereto of General Host Corporation and 


tihouliasy « Hnpanies iM luded elsewheie leren 


+6 Weekes Laded 
Ptecal Yours Paced po cetmmate te Decemeber 31 


Octobe Ox tober 
ies ieee ms ee ioe? oe 5, ons 
(unaudited) 
Gale S1R1,615.024 $IM7BIAOSH $IK5,414.205 $175,504617 $196,816,066 $151,929,594 $156,265,576 
les wales of facilities disposed 
of («) M55200 i708 "./12, 454 
Net Sale 147, 06.3 RUZ 14, 102,47 187.1 19 175,504.617 196,216,006 151,929,594 156,265,576 
1 dive bere sid othet 4 aie 197 SMI 7270) it 1 "Ar WM) im? 1% 154.776 4120135 


147,261,473 154,575,467 157,587,290) -175,773.924 197,003,404 152,083,870 ~=—-1 56,877,589 


Coat of sales and service, exchus ve 


ol depreciation and amortization BA906,27 4 06.123.006 WOLKIEN99 116904628 131,160,136 100,974,990 =: 102,828,174 
Deliver cellu, advertisinm and 
avdin itive expenses 49,240,416 9,697 7 ' Te | 4,704 RA) 56,064,748 42,993,252 45,332,535 
Depreciation and amortization (b) 1.790476 +1476 4 AVI Mt 1,168.49 4,013,685 4,21.3,69 1,204,003 
Intere rx yous 704.07) 7H WO 17,655 1247.6 1,398,471 1,082.53 1,282,995 
142.792.2.% 180,615,611 195,721,575 172,185,640 192,637,480 148,264,409 152,647,707 
Operating bk of facilities dis 
yprwed of (ce) Levu L/i2tw S000 
144,4.37,2% 192,327,611 j 1.575 172,155,040 192,637,480 148204409 = 152,647,707 
luce (lows) before federal 
come taxes and extraordi 
nary “ems 2,824,237 2,047,756 (MA.345) 3,618,264 4,.45,924 LA19,401 4,229 BR2 
Federal income taxes (Note 7) 1,402,000 619,008 (49,000) 1,996,000 1,652,000 1,622,129 1,565,056 
Income (loess) before extraor 
dinary items 1,422,237 1,348,756 (315,345) 2,022 284 2,713,924 2,197,272 2,664 B26 
I xtrwnclimary items (*Fote 3) (dd) 170,000 1§,000 (20779,574) (90,043 1 270 
Net income (loss) (b, d and e) $ 1,592,237 $ 1,383,756 $ (2414,919) $ 2,712,527 $ 2713,924 $ 2,197,272 $ 3,182,096 
l'er “a mm stock (f) 
Income (luss) before extraord 
nary ier $ 39 $ 35 $ (38) $ 9 $1.18 $ .% $1.09 
Patraordmary items (d) 08 02 {.95) i} 21 
Net income (loss) ‘ $ 47 + 37 $(1 33) $1.21 $1 ix $ $1 
Pro forma net income (@) $ 45 $ 76 $ .% 
4 teleorenes are cote the fina il ent if ¢ mip vled elsew re here 
(a) july 19, 196K the company ed (6H) ; we i it tin <el we for all ¢ mitstired common stock of 
Lal Coewet tores, Inc, on the ba of nom ! i ire of Crete Host cn , och r «a we of Li'l General 
tow b blw ‘ { hia wen accounted tor as a { ol milerest unl, a rditysly, the re ts of operations of the two 
companies have been combined for all perrods pr tw 1 erger the ulbwve cor lated stemment of mean The results of 
operates for the 40 week perwd ended October 19 de the op of La'l Genera ort Ince. for the 40 weeks ended 
October 1968, and the results of operations tor the cal year ewled Lecember 0, 1967 includes the operations of Li'l General 
tor ine. for its fiscal year ended October 28, 1967. Accordingly, Li'l General's sales of $7,793,758 and net income of $165,287 for 
the two months ended December 31, 1967 have not been included in t tatement of moun we N te | to the consolidated finan- 
cial statements 
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GENERAL HOST CORPORATION AND SUBSIDIARY COMPANIES 


NOTES TO FINANCIAL STATEMEA “S—(Continued) 
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Previously reported sales ead net income have been restated a ficated b 
0 Wests Loaded 
Sales ise) ieee ee ise? Oct, 7, 1967 Oct. 6, oe 
(ommsedl text) 
General Host Corporation $164,888,901 $164.2718. wx $156.1 : $138.9 ‘ $155,241.72! $119.952.516 $1.31,374,267 
Li'l General Stores, Inc 6,727,020 23,595 352 297 R 549,142 41,574.64 1.9 “ 24,291,309" 
4 ‘ ‘ ‘ “ . ‘ ‘ “a ‘ ~ $O4 $156,.2465.576 
Net Income 
General Hot ¢ pornt i $ 1,242.13 $ 1,037.4 ’ 474 $ | $ md $ 12.9% $ 1) 446 
Li'l General St Ine } 44 } 4 138 71.650" 
$ $ p ; $ 4 $ 2713.94 $ 2197272 $ 3,182,096 
. ; , | ‘ ‘ | , ’ 

(b) Efe ary } t mpa f wncial report purposes, « 1 from an accelerated tnod to the straight 
line me ! | ‘ ‘ ' | tax pury l as hgre ad the effect of 
decreasing «ce ‘ { 7 1 Appr siely § 00 and pr f tei j feral ome taxes 
neren aT ; i: fi Lt $ “ 

{ Dur ( ‘ pr j t f rofitable n and the disposal of idle 
facilitie - } " t ‘ ‘ i est expense, have 
been deducted rf ¢ca " t € dated statement of income for 
the fisca eare 10% throug! rT Operati y ent t Of t © ay ale r opera results of such facilit 

‘ lr ' ° wit 4 — I's ple Hoard ® ) tra " the year 1963 to 1966 which previously 
were reported al it ter net ' ha cen refi 1 iv ‘ move tement as extraordinary iter and luded in 
nett € i ext the tou 

© Weeks Ended 
lee) ieee lee i) Oct. 5, 98a 
General Host Corporation (unaudited) 


Provision for losses incurred and estimated future 

loss on discontinuation of certain activities and 

disposal of facilities, less related federal income 

tax reduction (1) TTTTITTiTT ose ; $( 2,144,574 
Gain on sale of investment in Uncle John's Restau 
c., less related federal income tax of 


less related federal income tax reduction of 
$259 000(2) 
Li'l General Stores, Inc 


Reduction in federal income taxes —— from 
as 


utilization of operating loss carryforwar $ 170,000 $ 35,00 $5, 00% $ 000 
Proceeds from officers’ life insurance, net of sur 
render value ie 665,043 
$ 6.008 $ ’ $(2.099,57 $ 00,043 $ 


(1) The net loss for 1965 has been restated to give effect to the adjustment in 1967 of the reserve for losses 
established in 1965. This retroactive adjustment reduced the amount of the extraordinary charge and net 
loss fk 965 by $346,695 or $.16 per share, representing the reversal of the $624,695 remaining balance 

h 


01,000) 


17,270 


the reserve, less related federal income tax reductions of $278,000. See Note 3 two e consolidated 
f ; tatet t 
(2) The ale d operating k before dedu g federal " axe and terest ¢ or se { e facility 
list lot we $ 16,000 d $312,000, respe ¢ «4 eek led © Tt. 
(e) As ' ‘ expl 1 in Note 1 to the « i 1 financial ate nm October Hot e Company purchased 
all of the ed tstancding tock of Yellowstone Park ( pany and Ever ke Park ee in Decemlx 1966, 
Yellowstone and Everglade unped ther fi il year { ptember 3 to apt ximate lar ear ba to conf with 
the company f | yea operat y« wstone and | cle ve be | ‘ dated statement of 
income from the date ton; however heu of the pre f ed practice leferring pre mon fixed costs incurred 
during the last ’ the calendar year, ¢ re rom the " ‘ tor De | 46 amounting to $336.86 
was charged aga e tor 1960 and on by We im ul nceome of an equivaler i t | amortization cf the excess 


of equity in net assets over cost 
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GENERAL HOST CORPORATION AND SUBSIDIARY COMPANIES 


NOTES TO FINANCIAL STATEMENTS—(Continued) 


(f) Based on the average number of shares of General Host common stock outstanding during each period, after giving 
retroactive effect to the issuance of nine-tentlis of a share of General Host common stock in exchange for each share of Lil 
General common stock outstanding and after deducting the annual preferred dividend requirements of General Host for the fiscal 
years 1963 through 1965 of $578,888, $577,111 and $520,892, respectively. 

(g) The pro ferma net income per share is based on the assumption that the Company’s $47,400,000 of 5% convertible sub- 
ordinate notes, due June 15, 1988 and issued in October 1968 are “residual securities” and, accordingly, were converted into 1,755,555 
shares of common stock at the beginning of the periods with the proceeds of the offering used to acquire common stock of Armour 
and Company. See Note 5 to the pro forma combined statements of income and Notes 2 and 5 to the Consolidated Financial 
Statements of General Host Corporation. There would be no change in the pro forma earnings per share if the ten-year warrant 
issued to Gulf & Western Industries, Inc. on August 6, 1968 and outstanding employee stock options were exercised at the beginning 
of the periods and the proceeds used to reduce outstanding debt 


Assuming recognition of the assignment of a value to the convertibility feature of the company’s 
$47,400,000 of 5% convertible subordinate notes as discount and assuming that the amount so assigned 
would aggregate approximately $14,073,000, amortization thereof using the straight-line method over a 
period of 20 years would result in an annual amortization charge of approximately $704,000 which, net of 
related federal income taxes, would be approximately $.14 per share, based on the average shares out- 
standing during the 40 weeks ended October 5, 1968. The Company does not intend to impute any 
discount to the notes by reason of the value of their convertibility feature unless it is required to do so, 
and, if so required, the amount ultimately imputed may be different from that stated above. 


Recent History HISTORY AND BUSINESS OF GENERAL HOST 


Since the date of its incorporation General Host has been engaged in the manufacture and sale of a 
complete line of bakery products, including bread (its principal baking product), rolls, cakes, pies and 
sweet goods. In the Fall of 1965 the Company undertook a program of disposing of unprofitable baking 
plants and properties and since such time has sold 17 non-productive properties and unprofitable baking 
plants. Thus, while the Company’s sales declined in 1966, the elimination of these loss operativns helped 
to enable it to attain a profit. The program for disposal of unprofitable plants has been completed. 
Subsequently the Company has expanded into tourism, convenience food and food service operations 
and convenience store operations. 


In 1965 The Goldfield Corporation (“Goldfield”) purchased 806,200 shares of the Company’s stock, 
approximately 51% of the total then outstanding. Goldfield sold 400,000 of these shares on May 11, 
1967 in an underwritten public offering and acquired an additional 31,500 shares by the exchange of its 
35,000 shares of Li’l General Stores, Inc. upon the merger of that corporation into the Company. It pres- 
ently holds 437,700 shares, approximately 17% of the total now outstanding. Following Goldfield’s pur- 
chase, in May 1965, Mr. Richard C. Pistell, Chairman of the Board of Goldfield, became Chairman of the 
Company’s Board. Mr. Harris J. Ashton, President of the Company, is a Director of Goldfield. 


During 1963 and 1964 Goldfield purchased land at five locations in Arizona, New Mexico and 
Colorsdo for use in developing tourist accommodations and recreational facilities under a program 
kno 1 as the “Frortizr West Project”. On August 8, 1966 Goldfield purchased all of the stock of 
Yellowstone Park Company for $4,000,000 in cash. On June 1, 1966 Goldfield acquired all of the 
outstanding stock of Everglades Park Co., Inc. in exchange for 773,946 shares of its Capital Stock. On 
October 5, 1966 Goldfield sold all of the outstanding stock ct Yellowstone Park Company and of 
Everglades Park Co., Inc. and the assets comprising the Frontier West Project to the Company in a 
single transaction, The sale price which was equal to the cost of the assets on Goldfield’s books was 
$6,353,662 in cash and the assumption by the Company of a mortgav> debt of $99,634. Geldfield 
acquired Yellowstone and Everglades in 1966 because the initial cont .. and negotiations relative to 
these acquisitions had been conducted by Goldfield. Goldfield initially considered the acquisition of 
Yellowstone in 1964 while Goldfield owned a controlling ir terest in Frontier Airlines, Inc. During the 
period of its ownership of Frontier Airlines, Inc., Goldfie! i started the Frontier West program and con- 
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sidered other investments in the tourism field. It originally acquired these properties with the intention 
of developing them itself. It was not feasible at that time, however, for Goldfield to arrange the long 
term financing necessary to provide funds for the development of the potential of these properties in the 
foreseeable future. The Company, on the other hand, was in a better position to realize that potential. 


In April, 1967, the Company changed its name from General Baking Company to General Host 
Corporation to reflect the diversification in its activities -aused by its interests in the food-service and 
tourism industrics. 


In April, 1968, the Company issued and sold 200,000 shares of additional Common Stock in an 
underwritten public offering. The net proceeds to the Company from this offering were approximately 


$4,144,000 after all expenses. 


In July, 1968, Li'l General Stores, Inc., a Minnesota corporation, merged into General pursuant to 
an Agreement and Plan of Merger approved by the shareholders of both companies. ‘he merger was 
accounted for as a pooling of interests. Li'l General Stores, Inc. owned and operated the properties which 
are now a part of the Company’s Li’! General Stores Division. See “Convenience Store Operations”. 


In August, 1968, the Company in a single transaction acquired from Gulf & Western Industries, Inc. 
150,000 shares of common stock of Armour at $56 per share and an option to acquire a further 600,000 
shares of Armour at $60 per share. In connection with this transaction the Company also granted Gulf & 
Western Industries, Inc. a ten year Warrant to purchase 175,000 shares of Common Stock of the Com- 
pany exercisable at $30 per share. (Because of anticilution provisions in this Warrant which were acti- 
vated by the sale of the 5% Convertible Subordinate Notes referred to below, this exercise price is now 
$28.51 and the number of shares involved is 184,146.) 


In August, 1968. th Company: sold its 41% interest in Uncle John’s Restaurants, Inc., a California- 
297¢ 


based chain of owned and franchised pancake houses and restaurants for $4,589,375, which resulted in a 
I 
gain, net of related federal income taxes, of $818,270. This investment was made in 1966 and 1967. 


In October, 1968, the Company, pursuant to shareholder approval, issued $47,400,000 in principal 
amount of 5% Convertible Subordinate Notes due June 15, 1988, and used a port‘=n of the proceeds 
to purchase the 600,000 shares of Armour stock from Gulf & Western Industries, Inc. in accordance with 
the terms of the Company’s option from Gulf & Western Industries, Inc. In November and December, 
1968, the Company acquired an additional 252,500 shares of Armour common stock in a series of market 
transactions. The average price per share paid for this stock was $58.74. Also in November, 1968 
the Company entered into a Loan Agreement providing for loans to the Company of up to $20,000,000 
by three banks for the purpose of financing purchases of Armour stock for cash. See “Investment in 
Armour” and Annex A 


Capital Expenditure Program 


In 1967 the Company spent more than $8,000,000 for expansion of capital facilities, including new 
ovens, machinery and equipment for baking plants, trucks and other vehicles, additional frozen storage 
capacity, new and renovated restaurants and coffee shops, renovation and improvement of tourist facilities 
at Yellowstone and Everglades and completion of the Frontier West tourist operation at Houck, Arizona. 


The Company has continued its capital expenditures program during 1968, spending close to 
$6,000,000 for substantially increasing the frozen convenience food facilities of Van de Kamp’s, establishing 
additional Van de Kamp's coffee shops, continuing the automation and modernization programs for 
baking facilities of Van de Kamp’s, Bond and Eddy, building new lodging units, dining facilities, camper 
service facilities and gift shops, modernizing landscaping and improving existing guest and tourist 
facilities cf Yellowstone and Everglades, and building additional Li'l General convenience stores. 


The Company proposes to continue its capital expenditures program during 1969 using funds to be 
derived from retained earnings and accumulated depreciation. There can, however, be no assurance that 
this program will continue on schedule because it depends in part on funds to be generated by operations. 
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Food Production and Processing Operations 


Three of the Company’s divisions produce baked goods, Van de Kamp’s in the Los Angeles and 
Seattle areas, Bond Baking Company in the East and parts of the Midwest, and Eddy Bakeries Company 
in the northern Mountain States region. Each of these divisions manufactures and sells a complete 
line of baked goods, including bread, rolls, cakes, pies, sweet goods, cookies, doughnuts and miscellaneous 
bakery products. In addition, the Van de Kamp’s division processes and sells frozen food specialty 
items and operates coffee shops and restaurants. The major brand names for the Company’s bakery 
products are “Van de Kamp’s”, “Bond” and “Eddy”, each of which has good consumer acceptance 
in its respective marketing areas. The Company's Vernell’s division manufactures and sells candy and 
crackers under the names “Vernell’s” and “He!-grain Wafer-ets” in the Los Angeles and Seattle areas 
and, through a brokerage system, throughout other parts of the country 


Van de Kamp’s bakery products are sold primarily in the Los Angeles and Seattle areas, the 
Los Angeles market being considerably the larger. Its processed and frozen convenience food lines 
are distributed in a larger marketing area, including Southern California and parts of Arizona and 
Nevada. Van de Kamp’s 14 coffee shops and restaurants are located in the Los Angeles area. Addi- 
tional coffee shops are expected to be cpened in 1969. The Bond marketing areas are in the Middle 
Atlantic States from Connecticut to Washington, D. C., North and South Carolina, and parts of 
Kansas and Oklahoma. The New York and Philade!phia metropolitan areas are the two largest mar- 


cets for Bond products. ddy'’s marketing area includes North Dakota, Montana, Eastern Washington, 
Idaho, Utah and Wyoming 


The Company’s products are sold both at wholesale and at retail. Bond products are principally 
sold at wholesale, with a portion sold through house to house retail delivery routes. The Van de Kamp’s 
division distributes its products primarily through approximately 797 retail outlets, which are installa- 
tions within supermarkets rather than separate stores. Of these three divisions, the Bond Baking 
Company division is the largest in terms of sales, having accounted for 59.8% of their combined sales 
in 1967. Van de Kamp’s accounted for 29.2% of the 1967 sales of these three divisions and the Eddy 
Bakeries Company division accounted for 11.0%. Each of these divisions was profitable in 1967, but 
their respective contributions to net income were not proportionate to sales. It is estimated that the 
Bond Baking Company Division proportionately contributed less to net income than it did to sales 
and that the other two divisions proportionately contributed more to net income than they did to sales 


During 1967 sales of bread and rolls accounted for approximately 55% of the total sales of the 
Company’s food production and processing divisions, and sales of cakes, cookies, frozen convenience 
foods, restaurant sales and miscellaneous and specialty items constituted approximately 45%. There 
is no significant seasonal variation in the sales volume of these divisions 


The principal ingredients purchased are flour, sugar, yeast, milk and shortening. Of these, flour 
is the most important, and flour purchases constitute approximately 51% of the value of all ingredients 
purchased by these divisions. Flour prices are volatile. The Company obtains its supplies from a 
variety of sources depending upon prices offered by the suppliers 


These divisions employ approximately 8,800 people, of whom approximately 86% are represented 
by various unions. Collective bargaining agreements covering approximately 75% of unionized employees 
are negotiated on a regional basis je‘ntly with other bakeries operating in the regional area. Wage 
increases and other employee benefits granted in collective bargaining have been comparable to those 


granted by other major companies in the bakery industry. Relations with labor unions are generally 
satisfactory. 


The Company’s food busine ighly competitive. While the Company is one of the larger 
companies in the baking industry, » .ch marketing area it competes with many local bakeries in 


addition to other major companies. In addition, severe price competition is encountered from sales of 
“house brand” bakery products by major supermarket chains. 


23 


Re 


JA 843 


The food production and processing divisions operate 34 plants located in 12 states and the District 
of Columbia, most of which produce a complete line of bakery products, although a few specialized 
plants produce only cakes and sweet goods or doughnuts. All plants are maintained in good operating 
condition. The larger plants are equipped with modern automated ovens and machinery. 


A new frozen convenience food production plant with warehousing facilities is under construction 
for the Van de Kamp’s division. 


Three plants are leased, and one that is owned is located on leased land. The Company owns the 
land and buildings comprising the other plants and, with minor exceptions, all of the machinery 
and equipment in its plants. The Company owns approximately 3,050 motor vehicles of all types and 
leases an additional 450. 


Overall, the Company’s food production and processing capacity is adequate for its present needs, 
and upon completion of new facilities and modernization and automation of existing facilities it is 
anticipated that capacity will be adequate for the Company’s foreseeable needs. Utilization of plants 
varies from day to day in each location, and the productive capacitv of each plant is variable depending 
on the mix of products baked each day. Overall, the Company’s bakeries operated at an estimated 
65%-70% of normal capacity during each of 1966 and 1967; although 1967 production was greater, 
capacity in 1967 was also greater. In addition to normal capacity, emergency capacity is available 
through the use of overtime and 7-day weeks. Bakery products generally have a very short shelf life. 
Since most products not sold on the day for which they were baked are returned to the Company, 
daily control of production to coincide with the following day’s demand is of great importance in achieving 
adequate profit margins. Some of the cost of returned goods is recovered by selling these products as 
stale goods at reduced prices, and by using them to produce bread crumbs. 


Major food production and processing operations are located at the following sites: 


_— Van ve Kamp’s 
Bakeries Southern California 
Albany, New York Bakery 


Retail Bakery Outlets(648) 


Buffalo, New York Frozen Food Plant 
Enid, Oklahoma Coffee Shops and Restaurants (14) 
Hartford, Connecticut Seattle, Washington 
; Sakery 
Hutchinson, Kan ae 
ee ot Retail Bakery Outlets(149) 
New York, New York(2) Eppy 
Oklahoma City, Oklahoma Bakeries 
Philadelphia, Pennsylvania(3) Billings, Montana 


Bismarck, North Dakota 
Boise, Idaho(2) 

Butte, Montana 

Syracuse, New York Grand Forks, North Dakota 
Washington, D. C. Great Falls, Montana 


edi Havre, Montana 
Wichita, Kansas Helena, Montana 


Rochester, New York 
Spartanburg, South Carolina 


VERNELL'S Missoula, Montana 
Seattle, Washington Ogden, Utah 
Candy Plant Pocatello, Idaho 
Hol-Grain Plant Yakima, Washington 


Convenience Store Operations 


The Company’s Li’l General Stores Division operates convenience stores, most of which are located 
in the Southern and Southeastern United States. On December 13, 1968, the Li'l Gx eral Division 
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had in operation a total of 380 convenience stores, including 23 © »res sperated by franchisees, located 
in the following States: 


Number of 
Convenience 
State Stores 
PPM 35 dsdiciesercivine Sra aL RS Kin nip Rewe caee Ce napus heen 236 
Prortn: Camelia 5 x'ais.¢ ciclo ka oibs xaos RCS vie’ os eiecee eee ters 70 
LOUIE 's ‘siccis'atenmonels sets haeeles eae vem seelas eeapewes 32 
MENOION gies. h 0S a5erdeew ass MEsReRS Si ereeee ess 15 
PURDON ais is-cisis nese aGikaneeee ee va senes Oars eeEN TS 12 
PUB VIVORIR | Mic caesa os cineca nmrescs Sa peceeeteseenres 9 
a PPE RET EE TOLER ETT TE LT EET 6 
The Li’l General convenience stores ~ small, self-service markets primarily handling rapid turnover 
items needed by housewives between major crips to supermarkets. Principal sales include cold beverages, 
dairy products and bread. In addition to foods, the stores sell drug and household items, and rent 


household equipment, such as floor polishers. The Li'l General stores are located in geographically 
separate areas, each served by a division office. Individual stores are located conveniently to dense 
residential areas and on routes of homeward-bound traffic. The stores are open 365 days a year from 
at least 7:00 A.M. until 11:00 P.M. Some stores are open for longer hours. Convenience store prices 
are higher than those of supermarkets 


A high degree of control is retained by the Company over the operations of the 23 franchised 
Li’l General Stores, all of which are located in Minnesota, Pennsylvania and North Carolina. Results 
from franchising operations have been favorable. 


The Li'l General Division does no warehousing, but buys from wholesalers in its areas of operation. 
Accounting, purchas‘ng, merchandising and advertising are under central control and are accomplished 
at the Li’l General Division neadquarters in Tampa, Florida. 


The Li'l General Division also operates 24 drive-in dairy stores in Florida and, through subsidiaries, 
is engaged in wholesale produce distribution on the west coast of Florida. 


The Li'l General Division and the Company’s subsidiaries operated as part of the Lji’l General 
Division employ approximate!y 1,300 persons. 


The convenience store industry includes several chains larger than the Li’! General Division. These 
and smal! chains are highly competitive with Li'l General. In addition, major supermarkets and small 
food stores compete wi..i the business of Li’l General. In the areas of its principal operations, the Li'l 
Genera] Division is one of the chief operators of convenience stores. 


n oO 


The Company owns trademarks for the name “Li’l General” and its Li’l General design; “Lady 
Anne”, in conjunction with certain of Li'l General bread products ; “Golden Krust”, for use in conjunction 
witi: certain other Li’l General bread products; and “Farm-N-Town”, for use in promotion of Li'l 
General dairy stores. 


It has been the poiicy to lease Li'l General stores. While the Company owns Li'l General’s building 
and attached store, other reai estate is purchased cnly to facilitate the acquisition of locations on which 
to build stores which will ultimately be sold to otners and leased back by the Company. Leases are 
generally for fifteen years, and most contain renewal options for five or ten years. Most leases are for 
fixed rentals, but, in some leases, the fixed rental is increased if gross sales in the particular store exceed 


a pre-established amount. Total lease payments for the year en‘ing October 28, 1967, aggregated 
$1,815,560. 


In the aggregate, the buildings, fixtures, equipment nd inventory of Li’l General, either owned or 
leased, are considered in good condition. 


25 


JA 845 


Tourism Operations 


Yellowstone Park Company (“Yellowstone”) operates hotels, inns, lodges, restaurants and other 
facilities in Yellowstone National Park, Wyoming, the oldest and largest of America’s national parks. 
Its activities within the Park also include the providing of limousine and bus transportation, operation 
of gift shops, riding stables, fishing and boating facilities and gasoline service stations under a joint 
venture agreement under which it receives 55% of the profits. Yellowstone's facilities include overnight 
accommodations of various types for a maximum of 8,777 people and restaurants with a total seating 
capacity of 2,867 persons. Yellowstone’s business is highly seasonal since most persons visit the Park 
during the period from June through September. In 1967, 94.2% of Yellowstone’s revenue was generated 
during that four-month period. The occupancy rate for overnight accommodations from mid-June 
through Labor Day was approximately 80%. Employees total 2,500 during the summer months but are 
reduced to fewer than 100 during the winter. Competition in Yellowstone's immediate oy erating area is 
limited since it has a preferential right to provide accommodations and services within the Park area. 
1 locations in the Park and competition is 
provided from hotels, inns, and lodges located in the vicinity of the Park 


Another concessioner has food service operations in certai 


Gross sales anc operating 
revenues for the fiscal year ending December 30, 1967 were $6,387,000, and for the forty weeks ending 
October 5, 1968, amounted to $6,693,000 

rglades Park Co., Inc. (“Everglades”) operates facilities in Everglades National Park in Florida, 
America’s third largest national park. Its operations include 


} 


overnight accommodations, food and bever 


age facilities, boat and boating equipment sales and \ ‘s, a gasoline service station, trailer park facilities, 
and the sale of general merchandise including spori ey ipment, photographic supplies, drugs, books and 


similar items. Everglades’ overnight accommodations in the Park have a maximum capacity of 600 
persons and its restaurant facilities have a maximum seating capacity for 265 persons. While Everglades 
operates throughout the year, its peak season is normally during the four-month period from late 
December th-ough mid-April, which a--santed for over 50% ot gross revenues in fiscal 1967. The 
occupancy rate for overnight accommod ‘ons dui +g that peak season was over 90%. Everglades is the 
only concessiuner operating within the Everglade. ational Park ywever, competition exists from the 
many resort areas of southern Florida. Gri sale and operating revenues for the year ending December 


30, 1947 were $1,198,000, and for the forty weeks ending October 5, 1968 amounted to $1,187,000 

Yellowstone and Everglades both operate through concession contracts with the United States 
Department of the Interior, National Park  ervice, under which all rates and prices charged to the 
public are subject to Government regulation and approval. Yellowstone operates under a thirty year 
contract which expires September 30, 1996 and requires Yellowstone to have expended no less than 
$10,000,000 by June 1975 in construction and renovason of facilities, of which $3,400,000 has already 
been expended. If such expenditures are not made, the contract may be terminated on September 
30, 1975. Similar expenditures are required during the second ten year period of the contract. Yellow- 
stone must pay a franchise fee to the government equal to 114% of its gross rceipts under this contract. 
Everglades’ contract expires on December 31, 1975 and obligates it to pay the government a fixed fee 
of $3,700 per year for use of government-owned structures plus a franchise fee of 1'%4% of gross 
revenues 

Tiie Company's Frontier West Division consists of land owned at five locations in Arizona, New 
Mexicu and Colorado, acquired for development as a tourism project. Construction is substantially 
completed at one site on U. S. Highway 66 near Houck, Arizona Completed facilities at this location 
nclude lica of a frontier fortress, a gasoline station, a restaurant and an Indian trading post and 
generai store. <A trailer park is planned for completion during the 1969 season. Similar types of 
facilities are contemplated for three other locations. Frontier West also operates the Summit House 


» 


Restaurant at Sandia Peak, New Mexico 


Investment in Armour 

On January 28, 1969 the Company owned a totai of 1,002,500 shares of Common Stock c’ 
Armour, approximately 16.59% of Armour’s outst’ ‘ing common stock for which ‘t paid an aggregate 
of $59,2.3°,000 in cash plus a i0-year warrant fo: 5,000 shares of the Company’s Common Stock 
which is now exercisapw for 184,146 shares at $28.51 per share. See “Recent History”. Armour 
has described itself in a Re,istration Statement filed with the Securities and Exchange Commission 
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which became effective on May 3, 1968, as “the second largest meat packer in the United States and 
among the leaders in the field of houselic!4 soaps, fatty chemicals, hydraulic turbines, governors and 
valves, ship propellers, electronic force measurement equipment and desalination systems.” For a 
description of Armour see Annex A 


Principal Shareholders 

On December 16, 1968 the only voting securities of the Company owned of record or beneficially 
by any person who owned of record, or was known by the Company to own beneficially, more than 
10% of any class of such securities, were 437,700 shares of Common Stock of the Company held both 
of record and beneficially by The Goldfield Corporation, 720 Fifth Avenue, New York, New York, 
which was 17% of the total number ot ires of Comm tock outstanding 

Or December 16, 1968 all officers and directors of the Company us a group beneficially owned, 
directly or indirectly, 13,640 shares of Common Stock of the Company, .539% of the total number of 
shares of the Company's Common Stock outstanding, and $1,500,000 principal amount of the Company’s 
5% Convertible Subordinate Notes 


Five of the Company's ten directors are directors of Goldfield and a sixth is an officer of Goldfield. 

Mr. Pistell is Chairman of the Board of the Company and Chairman of the Board and President of 

Goldfield. By virtue of this representation on the Company's board and Goldfield’s ownership of the 

Company's stock, Goldfield may be deemed a parent of the Company. The Company’s directors as a 
} 


group, and Mr. Pistell, by virtue of his positions as Chairman of the Board and Chief Executive Officer 
f both the Company and Goldfield, may also be considered parents of the Company 


Comparative Operational Results 

In 1967 the Company's tourism operations and convenience store operations contributed propor- 
tionately somewhat more to profits than to sales, while food production and processing operations 
contributed proportionately somewhat less to profits than to saics 


Pending Litigation 

On May 21, 1965, a suit was filec in the United States District Court for the Southern District of 
New York, entitled Anthony Ferraioli, Plaintiff, v. Hyman B. Cantor, HY C Corp., Denison Mines Ltd., 
Goldfield Corp. and General Baking Company, Defendants. Plaintiff seeks to bring this action on 
behalf of himself and all other persons similarly situated alleging that the sale of Genera! Host Corpora- 
tion stock by Denison Mines Limited involved a violation of Section 10 of the Securities Exchange Act 
of 1934 and Rule 10b-5 of the Rules and Regulations thereunder in that plaintiff and others sold the 
Company's stock at prices of approximately $9.00 per share without knowledge that Denison Mines 
Limited was negotiating to sell its shares at a price of $12.50 per share. Plaintiff seeks to recover from 
the defendants other than the Company in excess of $2,000,000 representing the difference between the 
alleged market price and the amount paid by Goldfield to Denison Mines Limited. The suit is in the 
pre-trial motion and discovery stage 

Also on May 21, 1965 an action was instituted in the Supreme Court of the State of New York, 
New York County, entitled Vincent Ferraioli, Plaintiff, v. Hyman B. Cantor, HY C Corp., Denison 
Mines |.td., Goldfield and General Baking Company, Defendants. This plaintiff seeks the same recovery 
as in the above mentioned suit in the United States District Court, with the distinction, however, that he 
asserts one cause of action on behalf of and for the benefit of the Company. In this suit, plaintiff has 
been unable to sustain jurisdiction over Denison Mihes Limited and the case has been dormant for 
over a year and a half. 

Both of these actions have been dismissed as against defendants Hyman B. Cantor and HY C Corp. 
without contest by the plaintiffs. A compromise of the above two actions involving the remaining 
defendants is presently being arranged subject to approval of the courts. It is expected that the obliga- 
tions of the Company under the terms of the compromise arrangement will be nominal 

Sn or about October 13, 1966 an action was commenced in the Supreme Court of the State of 
New York, County of New York, entitled, Vincent Ferraioli, Plaintiff, against Richard C. Pistell, P. 
Richard Clark, C. Whitcomb Alden, Jr., Harris J. Ashton, Joseph P. Binns, John P. Dahl, William P. 
Howe, Jr., J. Elroy McCaw, Edwin C. McDonald, Leslie W. Scott. The Goldfield Corporation and 
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General Baking Company, Defendants. Piaintiff seeks to bring ‘his action as a derivative action as a 
stockholder of the Company. The action seeks to set aside the sale by Goldfield to the Company of all 
of the outstanding capital stock of Yellowstone Park Company, and Everglades Park Co., Inc., and the 


Frontier West locations. and to have the purchase price received by Goldfield returned to the Company 
Plaintiff also secks an accounting for alleged damages suffered by the Company and for alleged profits 
made by the defendants other than the Company as a result of such purchase. In the opinion of Messrs. 


Rogers, Hoge & Hills, New York, N. Y., special counsel to the Company, this litigation should have 


no material adverse financial effect upon the Company 


On March 13, 1968 actions were filed by the United States in the United States District Court for 

the Eastern District of Pennsylvania charging the Company and two of its employees, together with 
ier baking companies and individuals, with civil and criminal viclations of the Sherman Antitrust Act 
by having allegedly set bread prices in the Philadelphia market. The Company and its employees have 
asked leave of the court to enter pleas of nolo contendere wiich, if accepted, could result in fines being 
imposed and the Company being ordered to cease the activities complained of. It is possible that 
private plaintiffs may bring actions against the Company for treble damages allegedly incurred by reason 
of the charged violations, One such private law suit, a class action, was commenced on April 3, 1968 in 
the United States District Court for the Eastern District of Pennsylvania by the City of Philadelphia 
in the School District of Philadelphia. No specific dollar amount in damages is asserted in that action 


After consultation with counsel, management believes that the probable outcome of this litigation will not 
have a materially adverse financial effect upon the Company 


I a description of litigation concerning the Exchange Offer, see pages 8 and 9 of this Prospectus 


Description of Common Stock 
Che Company’s common stock, $1.00 par value per share, is its only outstanding class of stock. 
The holders of common stock are entitled to share in the profits, if any, of the Company by way of 


dividends when, as and if declared by the Board of Directors. Upon liquidation the holders of the 
common stock wil be eutitled to receive pro rata according to the number of shares owned the net 
issets of the Company available for distribution to the shareholders. All of the presently outstanding 
common stock is fully paid and non-assessable, The holders of the Company's common stock have no 
pre-emptive, subscription or conversion rights The Company also has authorized 1,000,000 shares 


of Preferred Stock, $1.00 par value per share, issuable in series with terms, dividend rates and liquidating 
preferences to be set by the Directors. No such Preferred Stock is outstanding 


Non-Cumulative V oting 

The holders of the common stock have full voting power for all purposes and are entitled to one 
vote per share. They do not have cumulative voting rights in the election of directors, which means that 
the holders of more than 50% of the common stock may, if they choose to do so, elect all of the directors 
and the holders of the remaining shares could not, in that event, elect any directors. 


Dividends 

The payment of dividends will depend upon earnings and capital requirements of General, general 
business conditions and other factors; there are no present pians to pay cash dividends. The pay- 
ment of dividends on the common stock is restricted by the provisions contained in the Company's 
Loan Agreement relating to its 534% Notes payable to insurance companies, the Indenture relating to 
its 6% Cumulative Income Subordinated Debentures, and its twenty million dollar Loan Agreement 
with three banks. As of October 5, 1968, approximately $3,503,000 of retained earnings was avail- 
able for dividends. See Note 5 to the Company’s consolidated financial statements elsewhere herein. 


Markets 

Ihe Company’s common stock is listed for trading upon the New York and Pacific Coast stock 
exchanges. 
Transfer Agents and Registrars 

The Transfer Agents for the Company's common stock are Marine Midland Grace Trust Company 


of New York, New York, N. Y., and Union Bank, Los Angeles, California, and the Registrars therefor 
are the Bankers Trust Company, New York, N. Y. and United California Bank, Los Angeles, California. 
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Management 
The directors and executive officers of General are: 
Nome Ofie 
NG <5. FIO sea ccs saerbanee .+++ee+ Chairman of the Board of Directors and 


Chairman of the Executive Committee 
Harris J. Ashton ......... PE ee Pe Director, President and member of the 
Executive Committee 
C. Whitcomb Alden, Jr iémnerees Director—Financial consultant and 
private investor, Asheville 
North Caro‘ina 


Joseph P. Binns hee ae es Director—Associated with Loeb 
Rhoades & ( o., New York N Y 
William F. Downey .. , rrr er errr Director, Secretary and member of the 


Executive Committee 


Weston E. Hamilton ee re re ey er Director enior Vice President 
Zion's First National Bank 
salt Lake City, Utah 


William P. Howe, Jr me -.++.+e+  Director—President, Howe Nurseries, 
Inc., Pennington, New Jersey 


J. Elroy McCaw aeineankalna sales ..  Director—President, Metropolitan 
Radio Corporation, President 
KTVW, Inc., Seattle, Wash 

Edwin C. McDonald rrr erre trae Director—Cnairman of the Board 
Royal Bank ot Canada Trust 


Company, New York, N. Y 


Leslie W. Scott pitatchws'e ks Director—President, Fred H> -vey, 
Chicago, [Il 


M. Frank Cummings .seeeee Vice President—Operations 

SO DE; MINN, TEs cavavaccaseves sssece Vice President—Finance and Treasurer 
Delbert O. Fuller, Jr. .... ie Vice President —Marketing 

Timothy T. Day ; ; ...+ Vice President—Acquisitions 

John P. Glynn nr ee .. Controller 


Mr. Pistell has been Chairman of the Board of General since May, 1965. He is Chairman of the 
Board and President of Goldfield and, in addition, acts as a financial consultant to other companies. 
He was Chairman of the Board of Pistell, Inc., an investment banking concern, and its predecessor com- 
panies from 1959 to 1963 


Mr. Ashton has been President of General since December 6, 1967, and a Director since May 1965. 
He is a member of the law firm of Lovejoy, Wasson, Lundgren & Ashton of New York City, counsel 
for the Company, with which he has been associated since 1962, but does not participate in fees paid 
to Lovejoy, Wasson, Lundgren & Ashton by General 


Mr. Cummings has been Vice President of General since January, 1966, and became Vice President 
Operations in Septemler, 1968. Previously he was with General Foods Corporation for thirty-one 
years, in various capacities, most recently as Assistant Corporate Controller 


Mr. Kingsley has been Vice President and Treasurer of General since January, 1966, and became 
Vice President—Finance in September, 1968. He was with Price Waterhouse & Co. from December, 
1957 to May, 1962, and thereafter Dillon, Read & Co. Inc 


Mr. Fuller has been Vice President—Marketing since July, 1966. During 1962 and 1963 he was 
with the Curtis Publishing Comp:ny. From November, 1963, to September, 1964, he was with C. J. 
LaRoche & Co., and thereafter he was Vice President of Dancer-Fitzgerald-Sample, Inc. 
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Mr. Downey has been a Director of General since February, 1968, and Secretary of General since 
December, 1967. He is also Secretary of Goldfield. He is a partner in the law firm of Lovejoy, 
Wasson, Lundgren & Ashton, with which he has been associated since January, 1964. Previously, from 
September, 1959, he was with Morgan Guaranty Trust Company of New York 


Mr. Day has been Vice President—Acquisitions since July 1, 1968. Prior to that date he was Cor- 
trolier for the eastern region of the sales and service division of Trans World Airlines, Inc. where he iad 
been employed since graduating from the Harvard Business School in June, 1964 


Mr. Glynn joined General on September 24, 1968. He was associated with the accounting firm of 
Price Wa.erhouse & Co. for more than five years prior to such date 


Messrs. Pistell, Ashton, Alden, Howe, and McCaw are also Directors of Goldfield. 


Remuneration 

The following information is furnished as to all direct remuneration paid by the Company and 
its subsidiaries during the fiscal vear 1968 to each director of the Company whose aggregate direct 
remuneration exceeded $30,000, to each of the three highest paid officers whose aggregate direct 
remuneration exceeded that amount, and to all directors and officers as a group, for services in all 
capacities; and the total annual benefits proposed to be paid upon retirement uder the Retirement 
Annuity Plan to such directors and officers. 


Estimated 
benefits 
Name of tncividual or Capacities in which remuneration ——e upoa 
member of persons in group wae received remuneration retirement 
Richard C. Pistell .........0.- Chairman of the Board, Director 
and Chairman of the Executive 
Committee $ 75,000 $ 49,838 
Herris J. Ashton ......ccceese President, Director and member 
of the Executive Committee $ 80,000 $ 57,083 
M. Frank Cummings ......... Vice President and Controller; 
and Vice President—Opera- $ 36,635 $ 9,161 
tions 
18 Directors and Officers as a 
group including those named 
SEE Siccnavarceweaseseesa As Directors and Officers $364,192 $153,444 


The estimated annual retirement benefits shown in the table are payable beginning at normal retire- 
ment date and are based upon the assumptions that the prospective recipients will remain in the employ 
of the Company until age 65, that their future compensation will be the same as that currently paid, 
and that they will continue to contribut+ approximately 3% of their first $6,600 of annual compensation 
and approximately 5% of annual compensation in excess of $6,600. Directors, as such, do not partici- 
pete in the Pian 

Commencing January 1, 1969, Messrs. Pistell and Ashton are each receiving salaries at an annual 
rate of $190,000 

fhe Company has divisional incentive plans in effect at four of its divisions, providing for pay- 
ments of annual bonuses to key employees, including managers and superintendents of the various plants. 
Bonuses are calculated either on a percentage of the annual operating profits before taxes of the respec- 
tive units or on the increase in such operating profits over the prior year. The amounts so payable for 
1968 have not yet been determined, but none will be payable to any officer or director. In 1967 incentive 
plans were in effect at two divisions under which bonuses of $217,135 were paid, none of which 
was paid to any officer or director. 

The law firm of Lovejoy, Wasson, Lundgren & Ashton, of which Messrs. Harris J. Ashton, Presi- 
dent, a member of the Executive Committee, a director, a stockholder and a holder of 5% Convertible 
Subordinate Notes of the Company, and William F. Downey, Secretary, a member of the Executive Com- 
mittee, a director and a stockholder of the Company, are partners, ceived $115,070 for services as Gen- 
eral Counsel for the Company for the year 1967. Mr. Ashton became President of the Company on 
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December 6, 1967 and thereafter has devoted substantially all of his time to that position. He received 
no direct remuneration from the Company for his services as President during 1967, but during 1968 
he was compensated directly by the Cor ny and did not share in fees charged to the Company by 
Levejoy, Wasson, Lundgren & Ashton. Legal fees paid to Lov joy, Wasson, Lundgren & Ashton for 
the fir e mont i , 


Stock Options 
| ( pany | in « t ch plan called the 1964 Stock Option lau 


Y er whicl t t ) that are jualified stock 
ect) 122 I f The Plan was amended 
in 1966 and further amendments were ted by the | Directors in November, 1968, but not as 
yet submitted for the nece yf 400,000 shares of Common Stock 
have been reserved from time to t exercise of options granted or to be granted 
unde } Oo é t fair market value of the shares at the 
time the of granted f j than 80.00% har { lant to option 
grant the | ray l of f rs from t late of t and are not 
{ t ! ! ca optio 
unl he has beet the « t my " ry for at least one vear If the shares 
acquired 1 exert f { ” re | tor at least three year fier exercise, the 
optionee w save reali t exercise | nd upen the sale of such 
share r lize 

At December lf 1968, | ‘ r 4 " t were bject ¢ ! gra to 
employees The range of exerct { was from $8.1875 to $40.0625 per shat ind these op 
expir it vario 1 | 4 ecember 4, 197 

! ye a i 19 Tice 0 K ¢ Ww 
Humber of Optian Eapiration 
Name Shares Price Date 
Richard Piste 000 $ 8&1 23/70 
10,000 l 8/19/71 
Harr J. A ),000 41.75 2/14/73 
1) OOO H) O67 1? 1/7 
M. Frank Cummings ; ; $,000 19.62 4/14/71 
a 10 ] /7% 
All ificers ar rectors as a group 
{including ‘ vse listed above) ..... 97 OOF 8.1 23/70 
10.06 12/ 4/73 
> } ] 
appr ! 

As of December 16, 1968 the 155,900 shares subject to outstanding stock options represented 
6.1% of the Compeny’s outstanding share Of the total shares under option officers and directors held 
ovtions for 97.000 shar repre nt y 3.8% of the nares outstanding 

DESCRIPTION OF WARRANTS 

[he stateme :ts under this caption relating to the Warrants, a specimen of which is on file with 
the Securities and Exchange Commission, are mmaries and do not purport to be complete Che terms 
of the Warrants are incorporated herem by reterence G e sumn if ec their entirety 
thereby 

l Warr 7 Ww ye ie m registered tort t pur r number ot ire of General 

rrants may be reduce ron o tn ’ thie : ‘a ro — k dirertora fox 
limited periods (of not le than twenty-one day by an amount not in exce f 3 ™ of the exercise 
price then in effect as an inducement tor exer of the War ts whe leemed apt iate for the Com 
pany to obtain the cash proceeds resulting therefrom [he purpose of this provision is to benefit 
General and its squity holders by making it possible to induce Warrant holders to exercise their 


Warrants when this appears to the Directors the most economical or otherwise desirable way to raise 


new equity capital, if it should be considered necessary or desirable to raise new equity capital.) 
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t t | ‘ { « Ldeln r cil bw a \ t colle tay ie ipplied by hum 

tow t ! enue ce price ot e Warrant 
The nus eT t re t ( } t , u ‘ exerci the Warrant ! ‘ ubject to 
adjustment ‘ ree split re f mot + right ' 
wart t 1 { t hare i { rin) { k 
at a pr t ( t the rt market pr t t iru neluding Cx ral 
‘ , u ‘ t conse ted carnings or 
rned ry lint? ltoa ra of Cor N tment is required if General 
t i | | | f i y y 
d ierhit to acguire Common toch pon ! ustment I ls wi bet . 
( es \ wo merges into or it ‘ ther poration, and Genera 
' ' \’ ! i su ! ! ree ( ! et i ) et ta W rant 
t ‘ © exe t to w " der ot a 
f t ( é verable f WV t would have 

| 

bee f ' 
Fra ( t Commo Sto will 4 ” tasued r f Warrant ut General 
“ i] yi i ! t ed of tive X¢ ¢ pf? t t the ¢ nmon Stock 
purchasable uy ‘ e of the War t rip certificate f hus is determined 
by the | i.) evidencing " terest, which certificates may be wo and 

ex wy { < { General 
\W c ON esentath r t er ubseription 
ror t ly ecute y tine rb t 1, 1979, at t e trust office of 
I ranKiimn Nationa Bank wr Ur n Bank the A gre t and upon payment of tiv exe © price 
Warrants may be divided and the transfer t { may registered at the corporate trust office the 

Agents l rigiit to su rile or le than all of the re ve \ Warrant may be tra 


ferred Until a W arrant is exer< ised, the holder will not be entitle 1 to anv of the rights of a shareh..der 


of Ceneral 


\ certificate in besrer form for one-half of a War tw | en \ ockholdet 
who tenders an odd number of shares of As ir stocl Chese half-Warrants will be exercisable only 
im pai i ve ie tert wont Warrant 

Cx I if 1 to isting of t Warrants « thy an wk | hange an the 


Pacific Coast Stock Exchange 


DESCRIPTION OF DEBENTURES 
Set forth below is a description of the basic terms of the 7% Subordinated Debentures due February 
1, 1994 (“Debentures”). The staicments under this caption relating to the Debentures and the Inden 
ture between the Compar.y and Franklin National Bank dated as of January 22, 1969 (“Indenture 
copies of which are on file with the Securities and Exchange Commission, are summaries and do not 
purport to be complete. The provisions of the Indenture and the Debentures are incorporated hereim 


by reference rel the nar ire inhed m them entirety thereby Debentures may be used at 


t ri " winrit i t for General Tlost Common t pon exercise ol Warrant 


Form. The Debentures will be issuable as registered Debentures without coupons in denominations 


of 3600 and multiples of $60, den ation if $100 and ¢ iples of $100, and denomination f $1,000 
$10,000 and su other denomimations as the ¢ mipany may determine 
Vaturity and Interest The Debentures will mature on February 1, 1994 and will bear interest at 


~ 


the rate of 7% per year from March 1, 1969, payable semi-annually on August 1 and February 1 


i ' 


of each year, commencing August 1, 1969. Interest on the Debentures will be payable to the persons in 
whose names the Debentures are registered at the close of business on the preceding July 15 or January 15 
The Debentures are payable both as to principal and interest at an office or «gency mainta ed by the 
Company in the Borough of Manhattan, New York, New York, and are direct unsecured obligations of 
the Company. 

Optional Redemption, The Debentures will not be redeemable prior to February 1, 1974, and there 


after will be redeemable at the option of the Company, as a whol. or from time to tim in part, upon not 
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less than 30 days notice, at the redemption prices set forth below (expressed in percentages of the prin- 


cipal amount) together in each case with accrued interest to the redemption date during the 12-month 


period beginning on bebruary | al ex the jollowny year 
M eathorry thems Rade ry than 
Year ike Year I tee 
th) 1 10 / 
li 1s 12 
" 101.4° 
") te) yA 1*ihy li] 
1978 Ww ’ 1OVtG 
1379 ) (I 
1980 W ae 1004 ¢ 
1U8) FA) | ‘ 
10M? ray 1K) 
wal there te t UO 
f racle we coe | | ( fron eiiring Debentures through open 
mart t eygotiated trat 
r rdimalwn tl wlhenee i 1) nture ng emium. if 
sacl ; ‘ i vw fy eu | wreser r totore ‘ | | cadness 
‘ cane elined ' elite f the Company for mency borrowed, 
i) ‘ rre ! tf } eT 

(¢ ju wtlot ' msire (c) guarantees 
t 1¢ eclive | ul HiArh i ‘ ‘ 

‘ bins 1 st ne " vided that the par 1 inndebtedne 
enewal, extensio { | { itot 1) ‘ i ! bted 
r ‘ ues maelned repre ‘ ( ( vi ] linated 
Lelu i ue Lecember |, FM) ( t ! uc Not lue lune | | Us 

In vent uy u ip ju on Of reorganization of the Company 
whet niruptey, it 7 y ‘ i) ru ian yniment r the benefit 

' ' } 
f ere r any other isl ' ‘ f the Conny y or otherwise) all Senior indebtedness 
will f v rrncacle i, I re a payrnent is made on the Debentures 
Dur ny tie cutit “et it ny detau 1 WwW i e Loft i wv Trustee shall ve written notice 
on any Senior Inde'stedness, the effect of which is to permit the holder of any such Senior lidebtedness 
’ ct 1 pay A the tota i i ‘ | » pryment principal of, pre 
min i as re will be 1 ‘ the Weber ‘ iy reaseq uch subordinatic n the 
ever rive cr ( pany who are t holder t Senior It teness or of the 
Debentures may recover less, ratably, than holders of Senior Indebtedne but may recover more, ratably, 
let he Dehenture 

Vodification and Amendment The Indenture contains provisions permitting the Company and the 
Trustee, with th nsent of the lers of not less than 6644% in princinal amount of the Debentures at 
the tine utstanding, to t | he Indenture r any supplement | indenture or the rieht { the holders 
of the Debentures provided t » such modification may (1) extend the fixed maturity of any Deben- 
ture or reduce the principal amount thereot, or reduce the rate or extend the time tor payment of interest 

' | 
theres or reduce any pret ! | ie ) re lemption there { without the consent of the holder of each 
Debenture © affected, of ii) reduce the alor id percentage of Debenture the consent of the holde 


of which is requireu for any such modification, without the consent of the holders of all Debentures 
then outstanding 


Events of Default. An “Event of Default” is defined to mean: failure to pay priricipal and premium, 


if any, when due, either at maturity, upon redemption or otherwise; failure to pay interest when due for 
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30 days; failure to perform any other covenant in the Indenture for 60 days after notice; certain events 
of bankruptcy, insolvency or reorganization of the Company or any subsidiary; and any default on any 


Funded Debt of the Company or any subsidiary, if cuch default is not waived or cured and would permit 


acceleration of such Funded Debt rhe Indenture provides that the Trustee shall, within 90 days after 


the occurrence of a default, give to the holders of Debentures notice of all uncured defaults known to it 
(the term default to include the events specified above without grace periods) ; provided that, except in 
the case of default in payment of principal, premium or interest in respect of the Debentures, the Trustee 
shall be protected in withholding such notice if it in good faith determines that the withholding of such 


notice is in the interest of the Debenturcholders 


I'he Company will be required to furnish to the Trustee within 120 days after the close of each fiscal 
year a statement of certain officers of the Compa: y to the effect that a review of the activites cf the 
Company has been made with a view to determiiii.g whether its obligations under the | e¢ have 
been complied with and as to whether such officers have obtained knowledge of any de a ver the 


Rights on Defauli The Trustee or the holders of 259% of the Debentures will be authorized to 
declar rincipal of all Debentures due and payable upon the happening of any Event of Default 
specified in the Indenture, but the holders of a majority of the Debentures are authorized to waive any 


default, other than » default in payment of principal, ‘interest or premium, and rescind such declaration 
if the fault is cured i to the provisions of the Indenture relating to the duti f tue Trustee, 


the Trur’. nder no obligation to exercise any of its right owers under the Indenture at the 


or tf 
t f { 
request, order or direction of any of the Debentureholders, unless such Debentureholders have offered to 


rustee reasonabie imdemnity ubject to such provisio tor idemnification, the hol lers of a 
tlajority in principal amount of the Debentures at the time outstanding have the right to direct the tume, 


method and place of conducting any proceeding for any remedy available to the Trustee, ov exercising 


any trust or power conferred on Trustee 
lggregate Principal Amount. There will be no limit as to the aggregate principal amount of 
Debentures to be issued from time to time under the Indenture The Company may issue Debentures 


for purposes other than the Exchange Offer. Holders of all Debentwres issued under the Indenture 
will be inciuded in the same cla tor the purpose ol ascertaining ill ry and oblig iwions arising under 


the Indenture 


é rchange Listing. The Company has applied for listing of the Debentures on the New York 


Stock | xchange und on the Pacific Coast Stock | xchange 


LEGAL OPINIONS 


Legal matters in connection with the Debentures and Warrants offered hereby are being passed 
upon for the Company by Messrs. Lovejoy, Wasson, Lundgren & Ashton, 250 Park Avenue, New 
York, N. Y. 10017, and for the Desler Mana,ers by Messrs. Holtzmann, Wise & Shepard, 30 Broad 
Street, New York, N. Y. 10004 and Goldfeld, Charak, Tolins & Lowenfels, 711 Fifth Avenue, New York, 
New York 10022 


EXPERTS 


The consolidated Snancia! statenents of General Host Corporation incluved in this Prospectus and 
the schedules included in or incorporated by reference in the Registration Statement have been so included 
or incorporated by the Company in reliance upon and to the extent set forth in the opinions of Price 
Watcrhouse & Co., independent accountants, and Bogue, Compton & Vass, indepetdent accountant 
and on the authority of said firms as experts in auditing and accounting 
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OPINIONS OF INDEPENDENT ACCOUNTANTS 


To the Directors and Stockholders of 
General Host Corporation 


In our opinica. based on our examination and the reports mentioned below of other independent 
accountants, the accompanying consolidated balance sheet and relat consolidated statement of 
retained earnings, together with the consolidated statement of income appearing elsewhere herein, 
present fairly the financial position of General Host Corporation and its subsidiaries at December 30, 
1967 and the results of their operations for the five fiscal years then ended, in conformity with generally 
accepted accounting principles. These principles were consistently applied, except for the change, 
which we approve, in the method of computing depreciation described in Note 8 to the consolidated 
financial statements. Our examination of these statements was made in accordance with generally 
accepted auditing standards and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. We did not examine the 
financial statements of Li’l Ceneral Stores, Inc. for the four fiscal years ended October 29, 1966, 
which statements were examined by other independent accountants whose reports thereon have been 
furnished to us. 


PRICE WATERHOUSE & CO. 


New York, N. Y. 

February 9, 1968 
(Except as to the merger referred to in Note 1 
for which the date is July 19, 1968 and Note 11 
for which the date is September 9, 1968) 


Yo the Board of Directors of 
Li’t General Stores, Inc. 


We have examined the consolidated balance sheet of Li’l General Stores, Inc. and its subsidiaries 
as of October 29, 1966 and the related consolidated statements of income and retained earnings for the 
four years then ended. Our examination was made in accordance with generally accepted auditing 
tandards, and accordingly included such tests of the accounting records and such other auditing pro- 
cedures as we considered necessary in the circumstances. 


In «gr epinion such financial statements (not presented separately herein) present fairly the con- 
solidated fivancial vosition of Li’l General Stores, Inc. and its subsidiaries at October 29, 1966 and the 
results of thir operations for the four years then ended, in conformity with generally accepted accounting 
principles apptied on a consistent basis. 


BOGUE, COMPTON & VASS 


Tampa, Florida 
December 8, 1966 


GENERAL HOST CORPORATION 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


ASSETS 


Current Assets 
COGN eos ain oik ORG SEER R AURORE MT SRO E SU RUSE TEENS 4WN bas ORD OROK OES CUCgeE Ses 
Short-term and other marketable securities, at cost which approximates market 
Receivables, less allowance for doubtful accounts of $172,000 and $219,000, respectively 
Inventories, at the lower of average cost or market (Note 4) .........eseeeeeeeees 
Prepaid EXPENSES .oiccsccccccccccccsscscovcecccecsesevcescesccccusessveseesecos 


Total certeit: ROGUtS. oivincs oceans sc icencvastsabsocesrdbvddse Cogevencuce 


Investments and Other Assets: 


Investment in Uncle John’s Restaurants, Inc., at cost (approximate quoted market 
value $4,900,000) (Note 2) ........cccccccccccccccccccccccccrccreesseesecnscees 


Investment in Armour and Company, at cost (approximate quoted market value 
$7,369,000) (Note 2) ....ccccccccccccccccccccscsscvccccccscsecccssccscccess 


Other investments and miscellaneous aSsetS .........scceceececcereeesteeeeeeeeee 
Total investments and other assets ..........--++++ aebeversoeesnnens 


Property and Plant, at cost (Note 8) 
Wt oe oi ala Glow no Ga oie 6 ate EMS KS KAAS OTA TET RARE RRP PEERS ED ROLENERI SAC PRESTO ES 
Buildings, Machinery and Equipment less accumulated depreciation of $54,451,078 
and $56,335,177, respectively ........+++eeeeeeeeseeceeceees Ny vicataded ne dwaansed 


Net property and plant .........seeeeeeceeseneereereereeesenees ee 
Goodwill (Note 1) ..........eeeeeees OO CA DURERG pbb b ounew ees Shes eEEEAEs ACER See RSeaD 


Current Liabilities: 
Accounts payable .......cccececeecersereeer scenes eeesesesssae assess sass ea eeees 
Accrued Expenses ......cccer cece eee eeecceseeenenseere esses eesasasaseaeeaesesees 
Current portion of long-term debt (Note 5) ........- oceccetsecceevescscsccecooee 
Federal income taxeS .....-..cccceccccsecceencececenereseeseeeeneseenesessseeees 


Total current liabilities .......... ccc cee se ee cece rece ereerseeeeeeeeens 
Loug-Term Debt: (Note 5) 
Notes payable to insurance companies .....+..seeseseeeeererseresesecsseseeeenetes 


Notes payable to banks ........ssseseeeceeccreneeceeeeseeessecsssssaeesesessees 
6% cumulative income subordiuated debentures, due December 1, 1990 ........-.4.: 


CHEE ccccicccdcrdscscccedoveccvnssesvaneoecassscucsoesseteoReeeceensaesssetes 
Total long-term debt .......csesencerecceeeececseecusecsenscrsseses 
Deferred Federal Income Taxes (Note 7) ...+-scceecseceereeeeersrrersenereceress ner 


Unamortized Excess of Equity in Net Assets of Subsidiary Companies over Cost 
CMON A) cc cccaccdiccccecevacstecanccvesccasenectacesssssceeesrussesssed sessSe eee 
Commitments and Contingent Liabilities (Notes 10 and 11) 


Stockholders’ Equity : 
Common stock, $1.00 par value, authorized 5,000,000 shares, issued 2,346,072 and 


2,550,872 shares, respectively (Note 6) ...ccececccecccccceescccenresceneeceoens 
Capital in excess of par value (Note 6) .....ccccccccvccccccscceccrserecocereuse 
Retained earnings per accompanying statement (Note 5) ....cecccccccceccoscoevers 
Less—Cost of 63,000 shares of common stock in treasury (Note 6) ..ccccrveccesees 

Total Stockholders’ Equity ......--secereeseereereceeeers éadeconcees 
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$ 8,765,665 


October 
5, 1968 


(unaudited) 


$ 7,278,576 


— 4,170,845 
9,317,307 11,217,449 
8,029,156 8,072,616 

921,734 956,211 
27,033,862 31,695,697 
3,156,625 _ 

a 9,450,000 
1,546,614 1,193,330 
4,723,239 10,643,330 
3,441,725 3,215 

36,468,770 37,922,775 
39,910,495 41,138,762 

409,254 388,254 
72,076,850 $83,866,043 


$ 7,742,408 
3,801,753 
2,076,536 

812,280 
14,432,977 
9,400,000 
3,500,000 
9,284,500 
2,619,476 


"24,803,970 
758,763 


9,085,244 
2,366,714 
19,688,435 


"31,140,393 


31,140,393 
$72,076,850 


$ 7,046,473 
3,369,056 
2,559,960 

998,146 


+ 13,973,635 


9,400,000 
9,650,000 
9,274,500 


970,916 


2,550,872 
14,298,998 
22,945,599 
39,795,469 

2,240,000 
37,555,469 


$83,866,043 


= 
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GENERAL HOST CORPORATION 
AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Fiscal Year Ended Proximats @ Weeks 
to D nu, Ended 
———_—_—_———— October &, 
1965 1966 1967 1°68 
(unaudited) 
Retained earnings at beginning of period ... ..... .«» $17,621,445 $14,548,411 $17,154,324 $19,688,435 
Net income (loss) per consolidated statement of income (2,414,919)(1 2,712,327 2,713,924 3,182,096 
15,206,526 17,260,738 19,868,248 22,870,531 
General Host Corpor ic 
Cash dividends on preferred stock ($4.50 per share) (426,958) 
Cash payments on preferred stock .............04. (231,157) 
Li'l General Stores, Inc. : 
Cash dividends on common stock ... Sas is (106,414) (179,813) (90,219) 
Net income of Li'l General Stores, Inc. for the two 
months ended December 31, 1967 (Note 1) ......... 165,287 


Retained earnings at end of period (Note 5) .......... $14,548,411 $17,154,324 


$22,945,599 


(1) Restated to give effect to retroactive adjustment in 1967. See Note (d) to the consolidated statement of income and 
Note 3 to the consolidated financial statements. 
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GENERAL HOST CORPORATION 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1—Buasis of Consolidation 


The consolidated financial statements include the accounts of the company and all of its subsidiaries. The company’s 
equity in the net assets of the consolidated subsidiaries, as shown by their books, exceeded its investment therein at 
December 30, 1967 by $1,719,842 of which $779,095 is included in retained earnings and $940,747 is included in 
unamortized excess of equity in net assets of subsidiary companies over cost in the consolidated financial statements. The 
comparable amounts at October 5, 1968 (unaudited) were $2,573,754, $1,774,974 and $798,780, respectively 


On October 5, 1966 the conipan 


sed from The Goldfield Corporation all of the issued and outstanding stock 
; Park Co. Inc., and certain assets comprising the Frontier West project. 
The acquisition was treated as a purchase for accounting purposes and, accordingly, the results of their 1966 operations 
were included in the 1966 consolidated statement of incom¢ 


of Yellowstone Park Company and 


1 the date of acquisition. The $1,395,175 excess of the 


equity in net assets at the date of acquisition over the company’s cost wa recorded as a deferred credit in the balance 
sheet. Amortization of such excess in an am int equivalent to the loss of $336,834 from the date of acquisition to 
December 31, 1966, was included in income fo fo and the balance is being amortized over a period o ine years 
from January 1, 1967 

In January 1968 the company agreed to acquire a f ipital stock of Utah Parks Company in exchange for 
shares of the company’s common stock The number of sl to be issued will be based on the net asset value of 


Utah at the date of closing and is presently estimated to be 37,500 shares. The consummation of this transaction, is 


contingent upon Utah entering into a new concession contract with the National Park Service which is satisfactory to 


the company. Based on unaudited financial statements, the sales and net profit of Utah for the ten months ended 


October 31, 1968 were approximately $1,772,000 aid $23,000, respectively. 


On July 19, 1968 the company issued 661,279 shares of its commor. stock in exchange for all of the outstanding 
shares of Li'l General Stores, Inc. on the basis of nine-tenths of a share of General Host stock for eacn share of Li'l 
General stock. The transaction has been accounted for as a pooling of interests and, accordingly, the accounts of the 
two companies have been combined for all periods prior to the merger The results of operations for the unaudited 
40 week period ended October 5, 1968 includes the operations of Li’l General Stores, Inc. for the 40 weeks ended 
October 5, 1968 and the results of operations for the fiscal year ended December 30, 1967 includes the operations of Li'l 
General Stores, Inc. for the fiscal year ended October 28, 1967 Accordingly, Li’l General's net income of $165,287 for 
the two months ended December 31, 1967 has been credited directly to retained earnings and has not been included in the 
consolidated statement of income 


Goodwill represents the excess of cost over net book value at dates of acquisition of subsidiaries of Li’l General 
Stores, Inc. and is being amortized over periods ranging from 15 to 18 years, representing the remaining composite life 
of the store leases acquired. 


NOTE 2—Investments 


During 1966 and 1967 the company purchased 917,875 shares of the common stock of Uncle John’s Restaurants, Inc., 
representing approximately a 41% interest On August 26, 1968, the company sold its entire holdings and realized a 
gain of $18,270, after related federal income tax of $365,000. The company has guaranteed bank loans of Uncle John’s 
up to a maximum of $400,000 


On August 16 and October 15, 1968, the company acquired 150,000 and 600,000 shares, respectively, of the common 
stock of Armour and Company from Gulf & Western Industries, Inc. for cash in the amount of $44,400,000 and a ten 
year warrant to purchase 175,000 shares of the company’s common stock at $30.00 per share. The number of shares 
issuable under the warrant and the purchase price thereof have been adjusted to 184,146 and $28.51, respectively, to 
reflect the dilution resulting from the issuance in October 1968, of $47,400,000 of the company’s 5% convertible subordi- 
nate notes. For accounting purposes, the warrant has been assigned a value of $1,050,000 and ‘he cost of the investment 
in the stock of Armour and Company increased thereby. During the period from November 1, 1968 to December 2, 1968 
the company purchased an additional 252,500 shares of common stock of Armour and Company on the open market at an 


aggregate cost of $14,832,259 or $58.74 per share. 


NOTE 3—Disposal of Unprofitable Facilities 


In 1965 the Company established a reserve for estimated losses expected to result from the program for the 
discontinuation of unprofitable operations and the disposal of idle facilities in the amount of $4,398,269, less related 
federal income tax reductions of $1,907,000. Aggregate charges to the reserve, representing losses on disposal of 
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NOTES TO CUNSOLIDATED FINANCIAL STATEMENTS—(Continued) 
facilities and related ex $, amounte » $391,269 in 1965, $1,273,000 in 1966 and $480,305 in 1967, all net of related 


feceral income tax reduct 


Losses incurre J mn com ol wit c pr r } “il 1 he now been ww p! ted, have been less than orig nal 
estimates and, accordingly, the rama ul $624,695, |e related federal income tux reductions of $278,000, 
has been credited directly as a ret ® wuiyustment of the 1965 pr vision 


NOTE 4—Inventories 


Inventories used in the determination of cost of sales were as follows 
Raw Finished 
Materials Supplies Products Total 

December 26, 1964 . pame'en s - $2,220,901 $2,386,779 $2,444,101 $7,051,781 
December 25, 1965 ....ccccccceces ‘ cieb oe baud +,998,895 2,218,330 2,937,142 7,154,367 
December 31, 1966 .....:-seeseeeees F ae 1,856,186 1,986,597 3,817,413 7,660,196 
December 30, 1967 . ‘ asin ens 1,749,997 2,140,913 4,138,246 8,029,156 
October 5, 1968 (unaudited) .... : seacenamhies oni 1,746,423 2,097,843 4,228,350 8,072,616 
NOTE 5—Long-Term : :bt 

‘The notes payable to insurance companies bear interest at 544% and are payable in annual instalments of $800,000 

with the balance $2,200,000 n | In Janu , 1969, t Comy entered into an agreement with 

insurance com é er wl t y will be repaid on August 29, 1969 if the 4 osed Exchange Offer 
to the rinwur stockholde is consunumated 

The 6% cumulative income subordinate! debentures are subject to redemption through the operation of a sinking 
fund beginaing in 1971 at the rate of $150,000 principal amount each year 

The loan agreement relating to tl (% notes payable and the indenture relating to the 6% cumulative income 

4 i 

subordinated debentures contain cert restrictions relating to the payment of dividends, the incurrence of additiona’ 
indebtedness and the maintenance of working capital, as well as interest and sinking fund requirements on the debentures 
As of li mber 30, %6/ a t 1968 Cunaudited) { xIr ly $2,561,000 $3,50 respectively, of 


retained earnings ys aot restricted as to the payment of dividends or interest on the debentures 


The notes payable to bank bear interest at the rate of 1% .bove the lending bank’s “prime” interest rate and are 
payable in quarterly instalmen‘s of $250,000 cach, beginning September 15, 1968 


Other long-term dcbt includes notes payable of Yellowstone Park Company in the amourt of $700,000 secured by 
thy -'~Ige of its assets having an approximate book value of $5,400,000 at December 30, 1967. 


Uctober 5, 1968 the aggreyate maturities ui long-term: debt and sinking fund requizements for the years 1969 
u 1973 were as follows: 


TDD ccccvccccccccccsrcesees PYTETTITTT TTI $2,544,000 
17D accccves ooccevccecece PPYTITITITETITULIT TTT Tee TTT 2,167.000 
TST] ccvcccccescoscesssecdvserscssocccess PPTTETIT TTT Terrie 2,535,009 
WO7S  cccvccccccccosccsesses PTTITITTIT EST TTT TTT TTT Te 2,491,000 
BTS ccccccccccescesevess Ccccceccsccccccccess Ad sbbsCbsb0esce8 1,961,000 


During October 1968 the company seld at par $47,400,000 of its 5% convertible subordinate notes due June 15, 1988. 
The notes are convertible at any time into an aggregate of 1,755,555 shares of the company’s commun stock at the rate 
of $27.00 per share. The company may, at its optica, prepay the notes in wl» 


* in part upon payment of a premium 
of 5% to June 15, 1969 aud at reduced amounts thereafter 


On November 1, 1968, the company entered into a loan agreement vith a group of banks under which the company 
may borrow up to $20,000,000 on or before March 31, 1969 to purchase shares of common stock of Armour and 
Company. The borrowings will bear interest at the rate of 1% above the prime rate and be payable $500,000 quarterly 
beginning May 1, 1969, with the balance payable on November 1, 1973. In addition, beginning in 1970, the company is 
required to make prepayments equal to 25% of the excess of net income, as defined, over the annual payments on all 
of the company’s long-term debt. The agreement further provides that the ~ iapany will not borrow ir excess of 


$6,000,000 of additional debt, unless satisfactorily subordinated to borrowings under the loan agreement. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


NOTE 6—Common Stock 


Transactions in the common stock and capital ix. excess of par value 


accounts during the three years and unaudited 
40 weeks ended October 5, 1968 were zs follows: 
Common Stock Capital tn 
“Stare Amount == Par Value 
pg PREC TET EE TT EC ET OUT TUE COVEY PTT orT Te Tire 1,606,745 $8,033,725 $ 13,865 
SDE CNG DUDIIOE ois db 5 5d os a8 040s Be Kelad bn hbk Recaadnsadsiseei 12,1 60,625 611 
Balance December 25, 196° ee - PET YT CEC CTE TOE eT Try ere oe 1,” 18,870 “8,094,350 19,976 
Excess of proceeds over cost of treasiry stock sold or issued under stock 
options . eeceeee ce ccecees ee esecesseoccces ceee — — 16,788 
Delica iaketiae BA; PONE cardecevcvcccwetscercbencsueeuikccewacwtkceien 1,618,870 8,094,350 36,764 
Stock ontions exercised ............ povvaweeseeseeeas 34,135 170,675 122,191 
Shares iss ed in exchange for stock of Uncle John's Restaurants, Inc. 31,788 158,940 476811 
Pah Teena FE: TINE aaa navn wan uad euwnsWaguwenenasuwecdesccsennes 1,684 793 B,423,965. 635,766 
Shares issued in exchange for common stock of Li'l General Stores, Inc 661,279 661,279 2,099,948 
Estimated expenses of merger with Li’l General Stores, Inc — (360,000) 
Balance December 30 67 as restated for pooling of interests 2,346 te “9,085,244 2,366,714 
Conversion of Li'l General Stores, Inc. debentures, prior to merger ........ _ - 100,000 
Additional expenses of merger with Li'l € Stores, Inc Roeder rey — e (19,544) 
Misiehi aettanls etneaOdl 5. tas rok nd eb eOT Oe mts Reade ees 4,800 14,000 63,456 
Reduction of par value from $5.00 hs RETR EVETE ECT TTT: (6,748,372) 6,748,372 
ee et fe Rep nrere pe erry Perr er ey ere reer er ee 200,000 200,000 3,990,000 
Issuance of warrant to purchase com: m stock (Note 2) ..........esceeeee — a 1,050,000 
Balance October 5, 1968 (unaudited)  ........cccccccccccccsevecceses 2,550,872 $2,559,872 $14,298,998 


Transactions in the treasury stock acco 
were as follows: 


int during the 


three years and unaudited 40 weeks ended October 5, 1968 


— = 
Balance Dece:nber 28, 1964 and December 25, 1965 .......cseceee 28,990 $ 256,441 
Shares purchased during year ........ e0sves TTT TY ed eneceéeesedac 10,000 157,949 
Sateen eld Dele DOE ocx a0 4nb0i01040bn00008 90 6440esRedsAddOEeS (7,000) (61,950) 
Stock options exercised .......scseseceeseeccesenee waddnoseseces + (12,575) (111,289) 
Balance December 31, 1966 ccccsce. scvescvcstccevecacsscesececce 19,415 741,151 
Stock options exercised ..ccccccccsccscccsccccscccesovccscccecess . (19,415) (241,151) 
Balances December F190 ccs c ci decccticcrssscensescccssscvceces — -- 
Shares acquired in connection with merger of Li’l General Stores, Inc. 63,000 2,240,000 
Balance October 5, 1968 (unaudited) ........cccccccccccsseeeeees 63,000 $2,240,000 


On March 28, 1968 the company’s certificate of incorporation ~/as amended to (a) increase the authorized common 
stock from 2,000,000 to 5,000,000 shares, (b) reduce the par value of the common stock from $5.00 to $1.00 per share 
and (c) reduce the stated capital at December 30, 1967 to $1,684,793, representing the par value of the shares outstanding. 


On July 11, 1968 the company’s certificate of incorporation was amended to auchorize the issuance of 1,000,000 shares 
of $1.00 par value preferred stock end on October 10, 1968 the certificate of incorporation was further amended to 
increase the authorized common stock of the Company to 10,000,000 shares. 


Under the company’s Qualified Stock Option Plan, options may be granted to key employees at not less than 
the fair market value of the company’s stock on the date of grant. The options become exercisable after one year of 
employment and expire five years after grant, but are not exercisable so long as there is outstanding any exercisable 
option previously granted if the option price on the previc sly granted option is higher than the option price of the 
new option. At October 5, 1968 (unaudited) 63,000 shares were available for granting additional options, 
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The following table summarizes data « erning stock options 
Options outstanding at O tober 5, 1968 (unaudited) 
Fair value at 
Option price date of grant 
Grant Number of - —--— _ sainssiimeninicinaiaerasnie : = 
In Shares Per Share Total Per Share Total 
1965 ; bac vkens 25,500 $ 8.19-$13.75 $ 239,375 $ 8.19-$13.75 $ 239,375 
1966 ve : 31,500 16.75- 19.63 567,188 16.75- 19.63 567,188 
1967 eaneeeese 6,/00 26.94 $0,481 26.94 180,481 
OGG cn vcnsuceccccesés 43.000 31.75- 33.81 1,053,938 31.75- 33.81 1,053,938 
96,700 $2,040,982 $2,040,982 
I umber of shares wit! spect to which opti became exercisable during 1965, 1966, 1967 and 1968 as 
fol 
Fair value at 
Year Option price date exercisablo 
ecomin Number of - - ———__——_— —_- —_——_—— —— o -_ 
exercisa! Shares Per Share Total Per Share Total 
196 ; Rea? 4.878 $ 6.75-$ 8.50 $ 36,303 $ 8.50-$11.13 $ 45,213 
ee eae 73,875 6.75- 19.63 $1,036,906 14.50- 19.63 $1,209,625 
1967 ary 44.250 8.19. 26.94 $ 480,58 16.00- 36.00 $ 756,728 
1968 (unaudited) ; 30,000 31.75 $ 952,50 31.75 $ 952,500 
The number of shares with respect to which options were exercised during 1965, 1966, 1967 and 1968 as follows: 
Fair value at date 
Option price exercised 
Year a Nurnper of - — ———— ———_ -——_--—- — 
exercise Shares Per Share Total Per Share Total 
WOES kis eeskuadess a0 12,125 $ 6.75-$ 7.25 $ 86,969 $ 9.13-$15.13 $ 174,257 
OG Sccstunizceiesesds 12,575 6.75- 13.10 $ 92,026 13.81- 21.00 $ 235,136 
Re eee 53,550 725- 19.63 $ 534,018 16.13- 40.13 $1,286,494 
1968 (unaudited) .... 4,800 13.75- 26.94 $ 77,456 30.12- 37.12 $ 162,381 


No amounts have been reflected in the income accounts as a result of the grant or +x, cise of these options 


NOTE 7—Federal Income Taxes 
Federal income taxes for 1966 and 1967 and the una ‘ited 40 week period ended October 7, 1967 are based on the 


results of operations for the applicable periods, whereas the company’s actual tax liability for those periods has been 
reduced by $1,104,000, $228,000 1 $248,000, respectively, as a result of the current deductibility for tax purposes of 
losses incurred in the disposal of unprofitable facilities which were charged to the reserve provided therefor in 1965. 


Included in federal income taxes for 1967 and the unaudited 40 week periods ended October 7, 1967 and October 
5, 1968 are deferred taxes of $593,000, $418,000, and $406,000, respectively, resulting from the use of accelerated depre- 
ciation methods for tax purposes and the straight-line method for financial reporting purposes. 


The company follows the flow-through method of accounting for the investment tax credit and, accordingly, federal 
income taxes for 1964, 1967 and the unaudited 40 week periods ended October 7, 1967 and October 5, 1968 have been 
reduced by $281,000, $136,000, $138,000 and $5/6,000, respectively. representing the amount of allowable credit for the 
respective periods, At December 30, 1967 and October 5, 1968 (unaudited), the company had unused investment tax 
credit carry-overs amounting to approximately $600,000 and $144,000, respectively, available for tax reductions. 
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NOTE &—Property and Plant 


December 38, October 5, 

19a7 1968 
Property and Plant comprised (unaudited) 
Buildings ~ oon ieeneeed sh ‘ ‘ $31,143,655 $31,061,814 
Machinery and equipment ....... Nicest édwebsbeentece $5,192,960 46,035,698 
Antosnmblies all Wet <.v.éic dbs dcebadeedesees , 11,013,857 10,473,524 
Construction in progress .... | oxwaacsiuemice 808,257 3,607,714 
Leasehold improvements ae F- : ; : 2,761,089 3,079,202 
90,919,848 94,257,952 
Less—Accumulated depreciation and amortization ..... 54,451,078 56,335,177 


46,468,770 37,922,775 


Land P phewas Meee bes Oeseenee anes eee ia 3,441,725 3,215,987 


$39,910,495 $41,138,762 


Effective January 1, 1967 the Company, for financial reporting purposes, changed from an accelerated method to the 
straight-line method of computing depreciation while continuing to use accelerated methods for tax purposes. This change 
had the effect of decreasing depreciation expense for the year by approximately $1,150,000 and, after provision for 
deferred federal income taxes, increasing net income by approximately $600,000 or $26 per share 


BS 


Amortization of leasehold improvements is based on the length of the respective leases, or the useful life of the 
respective assets, if shorter. The estimated lives used in computing the depreciation provisions are as follows: 


NRE 5s cain acccdpetasckineeddtihexts 10-50 years 
Machinery and equipment ....... peseee<e 3-14 years 
Automobiles and trucks ........... ae 4+ 6 years 


Expenses for maintenance and repairs of capital assets are charged against current operations. The costs of 
renewals and betterments are capitalized. 


Upon norma! dispositions of assets for which composite reserves for depreciation and obsolescence are maintained 
the cost of the assets, less any recoveries, is charged against the reserve for depreciation. In the case of abnormal 
disposition of assets or the sale or retirement of assets for which composite reserves are not maint ed, the cost of the 
assets and the related accumulated depreciation are eliminated from the accounts and the resulting profit or loss is 


included in income. 
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NOTE 9—Employee Retirement Plan 


pany has in effect a t retirement plan for the benefit of all eligible employees. Based on the 
f tin wry ley g actuary, the plan was fully funded at December 30, 1967 ard October 5, 
lited), and contribut ) f 1 or rge to income was required during the three years and unaudited 
40 weeks ended October 5 168 e the a nt of the normal cost for each period was offset by actuarial gains 
NOTE 10—Commitments 
Ar ¢ 1968 ( audited) the comy was party to various leases with minimum aggregate rentals of approxi 
rying periods with an approximate annual cost of $3,033,000 1969 and in reduced 
! t t th t Na Park Service, Yellowstone Park Company at October 5, 1968 (unaudited) 
1 to expend an aggregate of not k than $7,800,000 by June 30, 1975 on the construction and renovation 
of park f e 
NOTE 11—Litigation 
‘ veral la " gal 
unt ’ mpany P lit , ' 1068 the « pany 
a { u ra 
actions will not have any material adverse effect on the company’s financial position 
NOTE 12—Supplementary Profit and Loss Information 
40 Ween. 
Fiscal Yeurs t nded 
— —_ October 5, 
1945 1966 1967 loon 
vi , ance and repai charged to (unaudited) 
~ Coat of und service ta cc aaleatiee se ..+ $2,864,227 $2,440,407 $3,104,663 $2,288,991 
D ery, selling ivertising and administrative expense .... 3,470,494 Ar $70 3,130,600 2,453,725 
$6,334,721 $5,195,777 $6,235,263 $4,742,716 
Depreciation and amortiz charged to 
Cost of sales and $3,153,948 $2,644,007 $2,419,505 $2.245.952 
Delivery, selling, adve ng and administrative expense Le i24 1,524,488 1,594, 180 958.051 
$5,019,072 $4,168,495 $4,013,685 $3,204,003 
faxes, other than federal income, charged to 
Co f sales and service seeeeee $2,000,129 $2,040,603 $2,153,572 $1,853,218 
Delivery, selling, advertising and administrative expense .... 2,002,478 1,886,938 2,295,172 2,140,095 
$4,002,607 $3,927,541 $4,448,744 $3,993,313 
Taxes, other than federal income, comprise 
Unemployment insurance and federal old age benefits . -» $2,748,019 $2,786,080 $3,146,760 $2,636,426 
Real estate and personal property ° PTTTTTITTL TTT Te 855,098 781,323 854,408 755,268 
Auto, selling licenses and miscellaneous . ‘ saseoaene wae 199.490 160,138 447,576 01,619 
$4,002,607 $3,927,541 $4,448,744 $3,993,313 
Rents and royalties, charged to 
Cost of sales and service . ; oeabbenneséees -«» $1,182,530 $1,480,787 $1,848,872 $1,358,374 
Delivery, seliing, advertising and adn. inistrative expense ...... ‘ 2,973,193 3,310,070 4,276,502 3,708,478 


$4,155,723 $4,790,857 $6,125,374 $5,066,852 


There were po management and service contract fees 


Note—Depreciation and amortization shown above include the following amounts relating to facilities disposed of 


Fiscal Year 


; Loss 
Charged to —— 
Cost of sales and service .. peneesenderee ra $548,450 
Delivery, selling, advertising and administrative expense 261,555 
$810,005 


It was net practicable to determine maintenance and repairs, taxes, other than federal income taxes, and rents and 


royalties applicable to those facilities disposed of. The information for 1966, 1967 and 1968 excludes amounts relating 
to such facilines 
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ANNEX A—DESCRIPTION OF ARMOUR AND COMPANY 


Note: Because Armour has declined to provide General Host with further information concern- 
ing itself and because Armour has declined to permit its independent accountants to 
certify its financial statements quoted herein, the following information drawn from the 
most recent publicized sources may be incomplete or misleading and General Host can 
make no representation concerning its accuracy or completenéss. “ee “Information Con- 
cerning Armour”. 


Description of Armour’s Business 


Armour has described itse!f in a Registration Statement filed with the Securities and Exchange 
Commission which became effective on May 3, 1968, as follows: 


“[{Armour] was inco. porated under the laws of Illinois in 1900, and by merger into a sub 
sidiary in 1960 became a Delaware corporation. Its business is divided into eight major segments, 
one of which it operates under the trade name, “Armour Foods,” and seven of which are incorpo 
rated as wholly-owned subsidiaries. The subsidiaries are Armour Agricultural Chemical Company, 
Armour Grocery Products Company, Armour industrial Chemica Corapany, Armour Industrial 
Products Company, Armour Leather Company, Armour Pharmaceutical Company and Baldwin 
Lima-Hamilton Corporation 


“Armour Foods slaughters livestock and processes and buys and sells meats and animal products 


and their by-products. Armour Foods also manufactures or processes ard buys and sells other 


1 


food products, including poultry, eggs, butter, cheese, vegetable oils, margarine, salad oil and 
shortening 


nor 


It is divided into two major operations. One consists of processed meat products, dairy 
and poultry products, and food service operations; the other consists of fresh meat and related 


products. Armour Foods markets its products under a number of trademarks, including “Armour 
Star,” “Golden Star,” “Ham What Am” and “Cloverbioom.” 


“Armour Agricultural Chemical Company is a major factor in the production and marketing 
of fertilizers. It is largely self-sufficient in the three basic fertilizer raw materials with its wholly 
owned sources of phosphate and nitrogen and {Armour’s] joint verture interest in a Canadian 
potash mining operation. It also markets ammonia and nitrogen solutions, ammonium nitrate, anhy- 
drous ammonia, ammonium phosphate, triple superphosphate and ground phosphate rock, along 
with a complete line of insecticides, weed killers and fungicides for agricultural use. These products 
are marketed primarily under the trademarks of “Vertagreen” and “Armagard.” For further infor 
mation concerning Armour Agricultural Chemical C ompany, reference is made to the second para 
graph under the caption Recent Developments. 


“Armour Grocery Products Company manufactures and markets soaps, detergents, 
glycerine, industrial and household floor waxes, household ammonia, spray fabric sizing, and pizza 
mixes. It also markets shelf-size canned meats and pet foods which are manufactured by Armour 
Foods. Among its trademark items are “Dial” soaps and shampoos, “Princess” compl«xion soap, 
“Chiffon” liquid detergent, “Bruce” waxes, “Parsons” ammonia, “Magic” spray sizing, “Appian 
Way” pizza mixes, “Treet” and “Armour Star” canned meats and “Dash” pet foods. 


“Armour Industrial Chemica! Company produces and markets, primarily for industrial use, fatty 
acids, esters, nitrogen derivatives and other organic and inorganic chemicals, 


shampoos, 


resins and polymers. 
“Armour Industrial Products Company manufactures and markets coated abrasives, adhesives, 
bonded fibres, capliner and other resin coated products and presswe sensitive tape products, 
“Armour Leather Company tans hides, and produces and markets shoe 
and leather by-products and cubstitutes. 


“Armour Pharmaceutical Company manufactures and markets ethical pharmaceuticals, includ- 
ing hormones, 


and specialty leathers 


enzymes, hematologicals, and cardiovascular and nervous system drugs; veterinary 
biological pharmaceuticals; and antacid and antiperspirant ingredients. Its products include thyroid 
and the trademarked items “Chymar,” “Chymoral” and “Biozyme” (systemic anti-in flammatory 
enzyme preparations) and “Acthar Gel” (ACTH), 
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“Baldwin-Lima-Hamilton Corporation manufactures and markets construction equipment, heavy 
machinery and industriai equipment, and a line of electronic equipment. It is divided into four 


major segments. The Industrial Equipment Division manufactures he equipment such as 
hydraulic turbines, hydraulic presses, governors and valves, ship propellers, pumps, heat exchangers 
and desalination system The Standard Steel Division manufactures weldk rings and flanges 
and steel specialties The Construction Equipment Divi unufactur i of highway con 
struction machinery and | Is « piient r lumbering, mining, building constructi and road 
maintenance. BLH Electronics, Inc. manufactures equipment for the electror measurement of 
weight, pressure, strain and torque 

“[Armour] is the second largest meat packer in the United States according to published 
industry statistic« our] believes that it is also among the leaders in the field of agricultural 
chemicals; househo aps; fatty chemicals; hydraulic turbines, governors and valves; ship pro- 
pellers; electroni measuvement equipment and desalination systems. Conditions tn all major 
segments of [Armour s] busine ire ighiy competitive During the 1967 fiscal year, Armour 
Foods vestoch Mmughter approxn ted 10 of the total federally nspecte | ghter of cattle, 
hogs, lambs and calve Although over recent vears Armour | ha cour for more than 
74% of the gross volume of busine f [Art ir] the other [Agr ur] groups have in each such 
year accounted for more than 50% of [Armour’s] earnings and now represent more than 60% of 


{[Armcr 5] assets 


ik Lieve pment 


“On January 15, 1968, Gulf & Western Industries, Inc. (G&W) informed [Armour] that it 
had acquired 9 f the ! ng con ck of [Ar und sugpeste i plan of consoli 
dation of the two corporations, whereby the holders of [Armour’s] common stock would receive, 
for each 2.25 shares of [Armour’s] common, one share of 374% preferred stock convertible into 


1.648 shares of G&W common plus, for each share of [Armour’s] common, 


of a warrant 


irchase a re of G&W mmon at $ per share [Armour] promptly initiated economic and 
f tudie t the ! ed independent financial and legal visors to do the same 
\ t ( 1 February ] 1 [Armour] that 
in view of | ent unfavorable marke ms, G&W hat suspended consi ition ol a merger 
with | Armour] According {Armour uspended its stucic ind the proposal has not come 
before the Board of Directors of [Armour] for its consideration \ letter of usquiry by the 
U. S. Department of Justice concerning t proposal has not been withdrawn, however, and the 
information requested thereby is being assembled 


‘A decision has been made to sell the United States assets and business of Armour Agricultural 
Chemical Coripany to United States Steel Corporation. The transaction has been approved by the 


Boards of Directors of both rporations, subject to compliance with legal requirements, and a 
definitive contract was executed on April 29, 1968. If the sale is consummated, the net realization 
to [Armour; will be in excess of $100,000,000, in cash rhe business being sold represents 
approximately 7% of total sales, and 25% of total assets, of [Armour] and its consolidated 
subsidiaries, based upon fiscal 1967 figures. Taking into account the proceeds, the transaction will 


reduce total assets by approximate! 


y 5% and will result in a non-recurring loss of approximately 
$13,000,000 which will be reported as an extraordinary charge in the 1968 accounts. The earnings 
of the business being sold, included in the earnings of [Armour] and its consolidated suhsidiaries 
for the 1967 fiscal year, were negligible. Although v.e use of the proceeds has no “4 finally 
determined, it is anticipated that a portion will be used, at least initially, to reduce debt or the 
outstanding capital stock of [Armour], or both, but that in the main the proceeds will over a period 
of time be invested in strengthening [Armour’s] existing businesses and in developing and acquiring 
new lines 


“Prior to January 9, 1968, [Armour] owned, through one of its who'ly-owned non-consolidated 
foreign subsidiaries, a 50% interest in Armour Hess Chemicals Limited, a British corporation 
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engaged in the manufacture and marketing of fatty acids and nitrogen derivatives. On that date, 
[Armour] acquired, through another of its wholly-owned subsid iries, the outstanding 50% interest 


in this facility for $3,142,000 


“A new phosphoric and sulfuric acid plant was completed near Bartow, Florida, in 1965 
Additional phosphate 1 t in Florida were acquired in 1964, 1965, 1966 and 1967. In 1967 
[Armour], pursuant to contracts entered into with Freeport Sulphur Company in 1966, conveyed 
to .t an undivided one-half ‘ rtain j nhate rock leods near Fort Meade, Florida, and 
con:menced construction of a phosphate rock mine on the jointly vwned properties, which mine will 
be o, ed as a joint venture ] busi ire included in those which are subject 
to the | re ] t eel ( ratio 
1963 ar 1964 [Armo Pittsburgh G Company made substantial investments 
in and advances I um Cher Limite linis equally owned Canad corporation har 
constructed facslitic Reg katchewan, Canada, for the solution mining and refining of 
potash. Commercial pro egan in November, 1964 ] ibstantial portion is sold to 
| Armou Cheri ed tinued to operate profitably in 1967 and remitted 
1) 000 {Arr t made in pr y 't also arranged a $20 million 
ht g ct tt ner s repaid an additional $7,495,000. The balance of the 
‘ ised] for general corporate purpose For further information concerning 


Kalium operations and properties, reference is made to the last paragraph under the caption 


“In 1965 [Armour] i vith Shell Chemical Con pany Limited (a member of the Royal 
Dutch /S! Group) in formi: n equally owned company, Shellstar L'mited, to manufacture and 
market agricultural tertilizer nd chemicals in the United Kingdom. Shellstar owns and operates 
plants at Shell Haves e | es Estuary \ new nitrogen complex with a capacity to produce 
750.000 ! of str na ntrat fertilizers is ¢ xpected to be on ream in 1969 For 
information concerning mmnitt is m connection with the financing of Shellstar, reference is made 
to Note 12 to the Financia 


“[Armour] is collaborating with an Indian industrial firm with a view to construction and opera- 
tion of an ammonia-urea project with capacity to produce approximacly 340,000 metric tons per 


year of urea, at a site in Goa 


“Kalium and Shellstar operations and the Goa project are not presently included in the proposed 
sale to United States Steel Corporation, and no decision has been made as to the possible disposition 
of any of them 


“In 1964 [Armour] completed and put into operation near Aurora, Iilinois, a continuous system 


!, through a wholly-owned Canadian subsidiary, a fatty 


acids nitrogen derivatives plant in Saskatoon, Saskatchewan, Canada 


plant for the manufacture of Dial Soap, an 


“Since 1963 [Armour] has acquired the assets of severai small companies engaged, respectively, 
in the production and sale of antacid and antiperspirant ingredients for use by the pharmaceutical 
and cosmetic and toiletries industries, veterinary biological pharmaceuticals, capliner and other resin 
coated products, pressure sensitive tape products, and the distribution of a spray fabric sizing house- 
hold ironing aid, has acquired a sinall company engaged in the development of microwave processing 
equipment, and has acquired a line of floor wax and cleaner products sold under the trade mark 
“Bruce” together with production facilities for such products 


“[Armour] sold its Sole Leather Division in September, 1964, its Sheepskin Leather Division in 
February, 1965, and its food oi) refineries at Kankakee, Illinois, ( hattanoog., Tennessee, and Fort 
Worth, Texas, in September, 1966 


“During the past five years [Armour] has put into operation two new packing plants in Sterling, 
Illinois, and Worthington, Minnesota, has acquired an existing hog processing plant in Sioux City, 
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The Si yf ated leased the Denver, °1 m ind Lubbock plants are 
rt ed ) g 196e t ir] plans to close the three 
pian esignated b un asterisk (* 
Frosted Meat Plan 
a 
Armour wne and operate frosted meat processing plant at Eau Claire, Wisconsin 
a? aliry nt 
n ( 1 poultry pla f which sixteen are owned and nine 
’ ’ in rianis 
i 1M " ete deodorizing and |} genation facility located at Pp 
Oma } ) f t sl margarine and vegetable oils, 
{ | Arka Norfolk, Virginia. In addition, there ‘ 
re 1 ret gt rie packing plants 
cK i Branch House 
Armour perat ed een food brar houses in the United Stat of which 
i 
eve é 1 Aco ed subsidiary | Armour] leases and 3 
oper tes a food bran ama 2. P 
“Agricultural Chemical Property 
‘Art ' ( Company overates the following agricultural chemie ul plants 
Those desi un isk (*) are id under lease, and those designate’ by a double 
asterisk (**) are located or ec gt the othe ure owned. For further information con iy 
cerning Armour Agricultu Chemical ( pa reference is made to the second paragraph under 
the caption Recent Developments ¢ 
“Two phosphoric acia and sulfurt d plants, located at Bartow and Fort Meade, Florida; and 
one triple-superph phate plant locat i at Fort Meade, Florida 
“Two phosphate rock plants, locater tartow and Hancock, Florida > 
“Two anhydrous ammonia and nitroge erivatives plants, lorated at *Cherokee, Alabama, and 
Crystal City, Missouri 
“Six complete fertilizer plant xcated at Albany and Columbus, Georgia; Chicago Heights, 
Illinois; Greensboro and Navassa, Nort! arolina; and Nashville, Tennessee ” 
- 
One acidulating and fertilizer no plant, located at New Orleans, Louisiana 
“Eight ammoniate and fertilizer mixing plants, located at *Davenport, Florida, East St. Louis, 
Illinois, Jeffersonville, Indiana, Waterloo, lowa, Baltimore Maryland, *Owosso, Michigan, Winona, 
Minnesota, and Memphis, Tennessee 
“Thirty liquid mix or bulk blend fertilizer plants, located at **Kirklin, New Harmony, Rushville, 
} Saratoga and Warren, Indiana; **Belmond, Carroll, Jefferson, **Sanborn and Vinton, lowa; **Lake 
Arthur, Louisiana; **Austin, Blue Earth “livia, **Wilmar and Windom, Minnesota; Caruthersville 
and Centralia, Missouri; ** Bellevue, Bot . Cincinnati, **Dola and Polk, Ohio; Dallas, ** Houston, 
Odem and *Plainview, Texas ; **Spencer ad Stevens Point, Wisconsin ; and *San Juan, Puerto Rico. 4 
4 
, . > sy 
“Armour Agricultural Chemical Company also operates fertilizer warehouses and industrial Sp’ 


ammonia plants and bulk stations at various owned or leased locations. 
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“Armour Agricultural Chemical Company owns or controls through long-term leases two 
phosphate rock mining properties, located in Florida, one of which is equipped with complete mining 
facilities. Dasea on drilling data, [Armour] estimates that, of its owned and leased phosphate rock 
reserves of 59,557,782 mineable tons, 43,462,782 mineable tons will average between 31.1% and 
32.4% phosphorus pentoxide and are sufficient to sustain production of phosphate rock at substan- 
tially the present rate for approximately 22 years. These estimates include one-half of the estimated 
rock reserves of 33,271,000 mineable tons with an estimated phosphorus pentoxide content of 31.40% 
on ‘he properties in which an undivided one-half interest has been conveyed to Freeport Sulphur 
Company pursuant to the joint venture agreements described above under the caption Recent 
Developments. Mining data on the remaining 16,095,000 mineable tons have not been fully 
developed. 


“During the years 1963, 1964, 1965, 1966 and 1967 the production of phosphate rock was 
1,859,000, 1,945,000, 2,369,000, 1,911,000 and 2,034,800 gross tons, respectively. The design 
capacity of the mine under construction and operated as a joint venture with Freeport Sulphur 
Company is 2,000,000 tons of phosphate rock per year. In 1964, 1965, 1966 and 1967 the proportion 
or gross tons of matrix mined to overburden was 53.6%, 63.0%, 55.8% and 57.4%, respectively, 
the pr-nortion of phosphate rock ,.. duced to gross tons of matrix mined was 26.1%, 25.2%, 20.3% 
and 17.4%, respectively, and the average phosphorus pentoxide grades of rock produced were 
32.84%, 32.92%, 32.31% and 31.95%, respectively. It is estimated that the proportion of gross 
tons of matrix to overburden of the properties to be mined by the joint venture will be approximately 
i0%% and the proportion of phosphate rock produced to gross tons of matrix mined will be approxi- 
mately 22% 


{On July i, 1968, Armour completed the sale of its domestic agricultural chemical business. ] 


“Kalium Chemicals Limited, a Canadian corporation owned equally by [Armour] and Pittsburgh 
Plate Glass Company, owns and operates facilities near Regina, Saskatchewan, Canada, for the 
solution mining and refining of potash. Commercial production of potash commenced in November 
of 1964. Production for the fiscal years ended October, 1965, 1966 and 1967, was 470,000 tons, 
627,000 tons and 846,000 tons, re-pectively, of potassium chloride product averaging in potash the 
equivalent of 60% potassium oxide. From the drilling that has been done it is estimated that 
there are 950,000,000 tons of ore in »lace averaging 17.14% potassium oxide. It is further esti- 
mated that the solutien mining method being used (which is the only feasible method for mining 
{Armour’s] deposit) is capable of recovering 140,000,000 tons of such ore, from which 40,000,000 
tons of potash product (i.e. potassium chloride) averaging 60% potassium oxide can be produced. 


Drillings on which such estimates are based are on a portion of the property and such drillings 
did not delimit the extent of the ore. Mining to date indicates no change required in previous 
estimates of recoverable ore. There has been no material change in the amount of water required 
to produce a ton of product compared to original estimates 


“Grocery Products Plants: 


“Armour Grocery Products Company owns and operates a plant near Aurora, Illinois, for the 
manufacture of soaps and glycerine; a plant at Chicago, Illinois, for the manufacture of detergents; 
a plant at Beilwood, Illinois, for the manufacture of packaged pizza mix; and a household ammonia, 
floor wax and cleaner products plant at Memphis, Tennessee. It also leases and operates a house- 
hold ammonia plant at Clifton, New Jersey. Shelf-size canned meats and pet foods, distributed by 
Armour Grocery Products Company, are manufactured at [Armour’s] Omaha and South St. Paul 
packing plants. 


“Industrial Chemical Plants: 


“Armour Industrial Chemical Company owns and operates a plant at McCook, Illinois, for 
the manufacture of fatty acids and nitrogen derivatives of fatty acids and other industrial chemicals; 


A-6 


JA 870 


a plant at Carpentersville, Illinois, which manufactures nitrogen derivatives of fatty acids and other 
industrial chemicals; and a fatt, esters plant at Philadelphia, Pennsylvania. It also leases a chemical 
warehouse and distribution point at Lodi, New Jersey. A wholly-owned Canadian subsidiary (not 
consolidated) owns and operates a fatty acids nitrogen derivatives plant in Saskatoon, Saskatche- 
wan, Canada. 


“ Abrasives, Coated Products and Adhesives and American Tape Plants: 


“Armour Industrial Products Company owns and operates an abrasives and bonded fibres plant 
at Alliance, Ohio, two coated products plants located at East Rutherford, New Jersey, and Saugus, 
California; two adhesiv plants located at Philadelphia, Pennsylvania, and Chicago, Illinois; and 


leases and operates t pressure sensitive tape products plants at Marysville, Michigan, and Los 
Angeles, California. thesives manufacturing operations are 2!30 conducte4 at [Armour’s] Omaha 


and South St. Paul packing plants. 


“Leather Plant: 


“Armour Leather Company owns and operates a leather tannery at Sheboygan, Wisconsin. 


“Pharmaceutical Laboratories: 


“Armour Pharmaceutical Company owns and operates a pharmaceutical, bio-chemical and 
veterinary products plant near Kankakee, Illinois; a specialty pharmaceutical and cosmetic and 
toiletries chemicals plant at Berkeley Heights, New Jersey; and two veterinary products plants 
located at Lathrop, Missouri, and Elkhorn, Nebraska. 


“Construction, Industrial and Electronic Equipment Plants: 


“BLH operates two construction equipment plants located at Aurora, Illinois and Lima, Ohio ; 
a heavy industrial equipment plant at Eddystone, Pennsylvania; an electronics force measurement 
equipment plant at Waltham, Massachusetts; a steel specialties plant at Burnham, Pennsylvania ; 
and a light industrial equipment plant at Beacon, New York. The Waltham plant is held under 
lease ; the others are owned. 


“Microwave Processing Plant: 


“The Cryodry Corporation, a wholly-owned consolidated subsidiary of [Armour], owns and 
operates a plant at San Ramon, California, engaged in the manufacture and development of micro- 
wave heat processing equipment. 


“Research Laboratories: 
“Armour Foods and each of the major subsidiaries of [Armour] has its own research facilities. 


“{Armour’s] and [its] consolidated subsidiaries’ real properties, other than those stated to be 
held under lease are held in fee, approximately 34% of the net book value of which is subject to 
the lien of [Armour’s] indenture of mortgage and deed of trust, dated January 1, 1923, as 
amended and supplemented, and the subsequent underlying indentures of mortgage and deeds of 
trust of certain of [Armour’s] subsidiaries.” 


Since the date of the foregoing description, Armour, according to information contained in an 


August 1, 1968, Offer to Purchase Common Stock of Armour and Company at $50 per share, has had 
the following changes: 


“On July 1, 1968, [Armour] completed the sale of its domestic agricultural chemical business. 
The proceeds from the disposition of this business, after certain post-closing adjustments and collee- 
tion of retained receivables, are expected to total approximately $130,000,000. It is anticipated 
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that this disposition will result in an extraordinary charge of approximately $13,000,000 in 
| Armour’s] fiscal 1968 accounts. This char ge is in addition to reserves established in prior years 


t f +} tera!) . » 
and is t I the teaera: i x re 


in the current year arising out of the loss on the 


sale of the business 


“On the date hereof, [Armour] is distributing to its stockholders rights to purchase 18.4% of 
the Common Stock of Armour-Dial. which prior hereto has been a wh illy-owned subsidiary of 
[Armour]. Proceeds from this sale 


' 


ill yo to Armour-Dial and will be used as set forth in Armour- 
I’s Prospectus dated today which contains information about this 1mportant part of {Armour’s] 
business and about cert 


transactions between [Armour] and Armour- Dial.’ 
} 


Proposed Armour Acquisitions and Proposed Acquisition yf Armour 


On December 13. 1968 it was reported in the press that Armour ar 1! Company plans to make an 
exchange offer to shareholders of Williams Brothers Compa “Williams”), a Tulsa-Lased pipeline 
and pipeline services concern In September a proposed merger of Williams with ACF Industries. In 
was abandoned. In November a proposed combination of William with International Minerals & 


Chemicals Corp. was abandoned 


The announcement by Armour reported in the press was that Armour would exchange 114 shares 
of Armour common stock for each share of Willias approximately 2.9 million shares of common stock 
outstanding 

On the terms announced ive 1 niate 3.8 mulls hares ot its common 


stock, which would dilute the percentage ownership of present holders of outstanding Ai iour common 


k by approximately 62‘ posed Armour ¢ ge offer for Williams stock apparently would 
ive been conditioned upon acceptance by holders of 899 of Williams currently outstan ling common 
ck 


Under the rules of the New York Stock Exchange Armour would have been require 1 to obtain the 
approval of its stockholders tor the proposed transaction with Williams steckholders. General had 


announced its intention to oppose any such exchange offer at any such meeting 


Williams reported earnings for 1967, before extraordinary items, at $14.6 million or $5.57 per share 
of Williams on sales of $99.4 million. Williams reported nine months’ earnings in 1968 at $12 million 


or $3.60 per share of Williams on sales of $75.1 million, down from $12.5 million earnings cr $3.73 per 
Williams share, for the comparable period in the preceding year. 


! proposed acquisition by Armour and Company of Williams Brothers was cancelled, according 
to an announcement by Armour on December 30, 1968 


On January 3, 1969 it was announced that Armour proposes to acquire Klarer of Kentucky 
Incorporated in exchange for Armour common tock. Klarer is a meat packer with 1968 sales of 
$60,600,000 and a 1968 net loss of $530,511 Based upon intormation presently available to General 


Host, this proposed acquisition does not appear to be in the best interests of Armour stockholders 


On January 28, 1969 The Greyhound Corporation, through a subsidiary, offered to purchase up to 


t 
{ 


11% of Armour’s common stock for cash at a price of $65 per share, and announced that it would retain 
the option to accept more than 41%. It is reported that Armour’s present management favors this offer. 
On January 30, 1969 this offer was ine reased to $70 per share. 
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Capitalization of Armour 


Armour stzted in its Registration Statement which became effective May 3, 1968 that its capitaliza- 


tion was as follows: 


“The capitalization of [Armour] as of January 27, 1968, is as follows. The amounts outstanding 
will not be affected by the sale of the Common Stock hereby offered. 


Originally Outstanding 
Authorized January 27, 1968 


“Long Term Debt: 


First Mortgage 234% Sinking Fund Bonds, Series F, due 

Faly LUSTY cc scicsatisnkes cicticevenss cen aceseiensesnee $50,000,000 $ 10,075,000 
First Mortgage 3% Sinking Fund Bonds, Series G, due 

Joly 1,.1971 onc cccccccccncessvecssccesescncesoeoes 12,000,000 8,046,000 
Notzs Payable—Banks(1) ........0eeseececesesseeees 60,000,000 60,000,000 
Equipment lease obligations(2) ........sssseeeeeeeenes — 9,531,153 
714% Purchase Money Note, due January 11, 1971 ...... os 3,000,000 


“Subordinated Long Term Debt: 


414% Convertible Subordinated Debentures, due Sep- 


demeabee FTO S viata crak ieee ae ee a aaa waa wae 32,648,300 32,645,600 
5% Cumulative Income. Subordinated Debentures, due 
November. 2. 19G4. ii iiivacecccevesneisteseds vesenewe 60,000,000 48,606,520 
Short Term Notes Payable ............seee0e sakemesiea -- 26,966,630 
Nall eRe OT od, 07 een nein tee cau ils $198,870,903 
Percent of total capitalization .............05-+-: 33.0% 
$4.75 Preferred Stock, $100 par value (shares) .......... 550,000 526,352 
Series Preferred Stock, $100 par value (shares) ......... 350,000 None 
Common Stock, $5 par value (shares) ........e0eeeeeees 15,000,000(3) 7,549,790(4) 


“(1) Reference is made to Note 5 to the Financial Statements for information concerning these Notes Payable 
“(2) Reference is made to Note 12 to Financial Statements for information concerning these and other lease 


obligations 


“(3) Of the authorized but unissued Common Stock, 638,357 shares are reserved for issuance upon conversion 
of the 414% Convertible Subordinated Debentures at a conversion price of $51.14 principal amount of 
debentures for each share of stock, and 240,069 shares are reserved for issuance pursuant to a Restricted 
or Qualified Stock Options granted or authorized te be granted e 


“(4) Excludes 23,875 shares held by [Armour], of which 23,873 (not included in unissued shares reserved) 
are held available for delivery upon exercise of stock options granted to certain officers and employees of 
[Armour]. See “Options to Purchase Securities” under the heading “Manager-ent” and Note 9 to the 
Financial Statements. The stock options therein described constitute an element of potential dilution to 
stockholders.” 


Armour reduced its outstanding shares by purchasing 1,500,000 shares in its August tender offer. 
It was reported in the press that 6,095,000 shares were outstanding as of November 2, 1968. 


General’s Stockholdings in Armour 


As of December 24, 1968 General owned 1,002,500 shares of Armour common stock, representing 
approximately 16.5% of the total outstanding. No other person has reported to the Securities and 
Exchange Commission or is known by General to own of record or beneficially more than 10% of the 
outstanding stock of Armour. However, General presently does not participate in the direction or 
management of Armour. To the best knowledge of General there are presently 17 directors of Armour. 
The terms of 6 directors expire in 1969, 5 in 1970 and 6 in 1971. In addition, Armour has cumulative 
voting. 

A-9 


Common Stock of Armour 


In the May 3, 1968 Armour Registration Statement, Armour described its common stock as 
follows : 


“The Certificate of Incorporation of [Armour] authorizes the issuance of 15,000,000 shares 


of Common Stock, of the par value of $5 per share, of which 7,549,790 were issued and outstanding 
as of January 27, 1968. The issued and out j hares are fully paid and nonassessable. The 


Common Stock is listed on the N 


“Dividend Richt thiect to the limitatic referred to in “I on the Payment of 
Dividends” or in “Preferred Stock Limitations,” the holders of shares of Common Stock are entitled 
© receive such dividend be declared by the Board of Direct: 
to rece ich l i I ! l I t 

“Voting Rights. Subject to the limitations referred to in “Preferred Stock Limitations,” holders 


of Common Stock are entitled to one vote for each share held on any matter submitted to a vote at 


any meeting of stockholders, and in all elections of directors every holder of Common Stock has 
the right to vote the number of shares owned by him for as many persons as there are directors to 
be elected by the holders of Common Stock or to cun votes and give one candidate as many 
votes as the number of such directors to be elected multiplied by the number of his shares shall 


equal, or to distribute them on the same principle among the number to be voted for, or for any 
two or more of them, as he shall see fit. The Board of Directors is seventeen in number, divided 
into three classes of which two consist of six directors and one consists of five, and at each annual 
meeting of stockholders the members of the class whose term expires are elected for a term of 


three year 


“Limitations on the Payment of Dividends. The various dé ents pursuant to which Armour’s 


long term obligations have been issued provide certain restri 1 limitations upon the payment 
of dividends on the Company’s capital stock. Under the most restrictive provisions of these docu- 
ments, none of [Armour’s] earnings employed in the business at October 28, 1967, was restricted 


as to payment of cash or property dividends 


“Preferred Stock Limitations. The Certificate of Incorporation of [Armour] authorizes the 
issuance of 550,000 shares of $4.75 Preferred Stock, par value $100 per share, of which 526,352 


7 nA 


shares were issued and outstanding as of January 27, 1968. Dividends on the 4.75 Preferred Stock 
are cumulative, to the extent not paid, and the stock is entitled to the benefits of mandatory annual 
cumulative sinking fund payments from and after September 1, 1971, in an amount pe-> year suffi- 


cient to redeem 6,000 shares at par plus accrued and unpaid dividends. Previously purchased 


? 


shares of $4.75 Preferred Stock may also be used to satisfy the sinking fund requirement. 


“If and so long 2s [Armcur] may be in default with respect to any dividend or sinking fund 
mayment « he $4... Preferred Stock, it may not pay any dividends (other than dividends payable 
pay pa) y 
in junior «) or make other distributions on junior stock or acquire shares of junior stock for a 

J J | 
consideration. 


“When, if ever, dividends on the $4.75 Preferred Stock shall be in arrears, in who'e or in part, 
as to each of six quarterly dividends, whether or not consecutive, holders of the $4.75 Preferred 
Steck have the exclusive right, voting separately as a class at the next annual meeting of stock- 
holders, and annualiy thereafter, to elect two Directors in addition to those elected by other classes 
of stockholders. Such right of election and the existence of such additional directorships shall con- 
tinue until such time as all cumulative dividends in arrears have been paid in full. The holders of at 
least 10% of the $4.75 Preferred Stock may require that a special meeting of the holders be called 
to elect such additional Directors if the described arrearages shall occur more than 90 days prior to 
the date fixed by the By-Laws for the next annual meeting of stockholders. 


“tT Armour], without the approval of at least a majority of the then outstanding $4.75 Preferred 
Stock, voting as a class, or the unanimous written consent of such stock, may not create, issue or 
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increase any class or series of stock ranking on a parity with the $4.75 Preferred Stock either as to 
dividends or liquidation rights. [Armour], without the approval of at least two-thirds of the then 
outstanding $4.75 Preferred Stock, voting as a class, or the unanimous written consent of such 
stock, may not 


“(a) alter materially any existing provision of the $4.75 Preferred Stock, 


“(b) create, issue, or increase any class or .cr es of stock ranking prior to the $4.75 Pre- 
ferred Stock either as to dividends or liquidation rights, or increase the authorized amount of 
the $4.75 Preferred Stock, or 


“(c) sell, lease or convey all or substantially all [Armour’s] property or business; or 
voluntarily liquidate or dissolve; or merge or consolidate unless the holders of the $4.75 Pre- 
ferred Stock will thereupon hold substant‘ally equivalent stock of t’.¢ resultant company. 


“No such approval or consent will be required, however, for issuance either of senior or parity 
| stock for the purpose of redeeming all the $4.75 Preferred Stock 


“Except as described above, the $4.75 Preferred Stock has no voting rights. It has no pre « 
emptive rights and no conversion rights, and is not liable for further calls or subject to assessment. 


“The Certi . .‘e of Incorporation of [Armour] also authorizes, in the discretion of the Board 
of Directors, the issuance of 350,000 shares of Series Preferred Stock of $100 par value, none of 
which has been issued. If any of such shares are issued, they may be preferred, both as to earnings 
and assets, over the Common Stock and the issuance thereof might impose addit. »..1 restrictions on 


the payment of dividends on the Common Stock 


“Other Rights. In the event of any liquidation, dissolution or winding up of [Armour], the 
holders of the $4.75 Preferred Stock are entitled to receive an amount equal to the accrued and 
unpaid dividends thereon plus, on involuntary liquidation, $100 per share, or on voluntary liquidation, 
the iesser of $102 per share or the then current redemption price. After the holders of the $4.75 
Preferred Stock have been paid in full the amounts to which they are entitled, and subject to the 
rights of the holders of any Series Preferred Stock at the time outstanding, the remaining net assets 
of [Armour] or the proceeds thereof are distributable to the holders of the Common Stock. 


“Holders of Common Stock have no preemptive rights and no conversion rights. The Common 
Stock is not redeemable by [Armour], and is not liable for further calls or subject to assessment.” 


Armour Financial Statements | 


The following financial statements of Armour appeared in Armour’s May 3, 1968 Registration State- 
ment. Note references in such financial statements are to the Notes to Armour’s Financial Statements 
which appeared in such Registration Statement and are reprinted herein. 
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ARMOUR AND COMPANY 
CONSOLIDATED STATEMENT OF EARNINGS 


es “Fiscal years ended 
October 24, October 29, October 30, October 31, November 2, 
967 Io i9es 1964(1) 1963(1) 
(in thousands of dollars) 
Weare sling service revenue $2.1 + $2,280,276 $2,061,73 $1,890,648 $1,814,524 
Dividend and interest income 2°44 2,072 2,257 
Other ‘ 217 1,040 399 
, 43 2 064,847 181 
( uterials ( es 1 and 4 l 1,582,293 1,427,131 242,239 
: j rating ¢ 14,2 446,492 411,127 374,584 
' adr ative ex 152 Lx l 125,215 
I (Note 11) 2,530 20,401 17,530 13,895 
| ‘ { 7) 14,49 11,871 8 695 
H 
Int expen ) ) 7 468 7, 6,642 
i er than Fecte 1 648 16 400 17 14920 
2,246.9 2,027 8 1,854,416 1/8 4 
I vefore Federal tax ( ) 38,512 37,069 38,571 29,072 
I r I & iz : 
Fed j ¢ 6) ( 12,038 6,912 11,787 ¢ ) 
‘ ’ T i AxX¢ € « ee 
y S 3513 ’ ‘ 
‘ r x f ‘ ' 
xf ( n ¢ ‘ ( 
(Note and 19 tle t 
ties ¥ arose ff r to t i e BLH 
erger te 3,32 (1,711) 1,161 1818 
a 13,840 =i i |3,3l2 
Ea efore extraordinary items é 4,672 22,82 16,36 
t 
i 4 ¢ 
tax of $1,711 in 1966 and le Fede ¢ tax 
y 1,534 4,204) 
€ v¢ N reiocati 
{ facilities, le { I me tax 
ion of $1 ) 24,000 
$ 22,2 $ 2206 $ 18228 $ 22820 $ 16,3600 
P Common < alter ded ye rer 
k d lend requirement 
Earnings before extraordinary iter $ 19,765 $ 22172 § $ 22820 $ 16,360 
? earnings (loss) 19,7¢ 294) 22,820 16,364 
Per are of Common Stocl 
Earnings before extraordinary items(2) $2.61 $2.93 $3.12 $3.70 $2.67 
“! earmngs (ioss) (2 261 (004) 2.51 3.70 2.67 
Cash dividends declared(3) 1.60 L@ 1.356 1.27 1.27 
xk dividend declared 10% - 
Pro forma per share earnings of Common Stock assum 
ing exercise of stock options and conversion of 444% 
f 
r vertible debentures (2) 
Earnings before extraordinary items $2.48 
Net earnings , 2.48 


“(1) Fiscal years 1963 and 1964 have been restated to include company 
See Note | to the Financial Statements 

(2) Per share data are based on weighted average number of common shares issued after recognition of the divi- 
dend requirements on the $4.75 preferred stock 

The pro forma per share data are based on the assumption that (1) the 444% convertible subordinated debentures 
outstanding at year end had been converted into Common Stock, with the related interest paid on the convertible 
debentures (less applicable income tax) being eliminated and (2) the stock options outstanding at year end had been 


acquired in 1965 in a pooling of interests 


exercised, with the proceeds therefrom earning interest (less applicable income tax) at the prime rate 

(3) Cash dividends declared per share of Common Stock have been adjusted in 1963-1965 to give effect to the 
10% stock dividend paid in 1965. The amounts are exclusive of dividends paid by pooled companies 

NOTE: See comments under “Recent Developmen *” on page 7 


“It is expected that earnings for the 6 months ending April 27, 1968, will be somewhat less than those 
reported for the 6 months ended April 29, 1967, primarily because of depressed earnings of Armour 
Agricultural Company, a wholly-owned subsidiary. As indicated under the heading Recent Developments, 
[Armour] has entered into a contract for the sale of the assets and business of this subsidiary. 
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“ARMOUR AND COMPANY 


“CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
“October 28, 1967 


“(in thousands of dollars) 


“Curgent ASSETS 


Cas! 
Notes and a mts receivable (less allowance fos sbtful noves and accounts— 
$2.179 Note 7 
Nore ‘ $ 21,968 
145.935 
“INVENT 
Products and in process and tinished manufactured yoods (Notes 1 and 2) = 163,315 
Supplies and 1 turing raw materia 37,652 
“InvestMEN’sS (Notes 3 and 9) aT 
“PLANT AND Eoutrpment (Notes 11 and 12 
Land, at 24.215 
Buildir ! f 1 Axed equiy ta oa Pe 371,879 
Accum leps (203,603) 
Automotive « a t ent, al ¢ e curnulated depreciation of 
$14,461 ‘ - ‘i 18,519 


“Derexary Caances (Note 4) 


“Cuneent Lisaturres 


N pa 

Ac nts { t 

“ Tu 

Federal income taxes 

General 1 payrol! ¢ 

Long ter bligations payable wit! one year (Note 


“Lone Term Dest (Note 5) 
“Sunoaptinaten Lone ‘eam Dent (Note 5) 
“Resexves AND Derrmaes Carpirs 


Anticipated costs related co replacement or relecation of facilities (net after Federal 


income taxcs Of $12,093) e 7) ‘ Sve aeee $ 18,365 
Deferred Federa’ ot ¢ tax (Note 7) . re ‘ , ; saa 29,674 
Credit arising 11 terger (Note 1) pateene Judital “a “= 7,756 


“SrockHotpers’ Equrry 


$4.75 Preferred wk. par value $10) per share—authorized 550,000 shares, issued 
$26,352 ares (? e &) 


52,635 


Common ~ock, par value $5 per share—authorized 15,000,000 shares, issued 7,572,364 


shares (.soles 8 and 9) seeee gaeeesees TIVITY TT? 37 B62 
Capital in exce f par value (per accompanying statement) ... ovapesseee 127,909 
Earnings employed in the business (per accompanying statement) (Note 10) ..... 27,623 


ComMmitMEeNTS (Not 


“(See notes to firancial statements) 
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876 


$ 32,293 


167,903 


200,967 
401 263 
67.176 


211,010 
12,528 


$691,977 


$ 30,067 
61,568 
13,830 

6,081 
5,183 
5,070 
121,799 
86,89 
81,460 


55,795 
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‘ “ARMOUR AND COMPANY 
‘CONSOLIDATED STATEMENTS OF CAPITAL IN EXCESS OF PAR VALUE 
AND EARNINGS EMPLOYED IN THE BUSINESS 


“For the Three Fiscal Years Ended October 28, 1967 
“(in thousands of dollars) 


oe@® 
“Plecal years ended 
“October 28, October 29, October a, 
' 1967 ives 1965 
“CAPITAL IN EXCESS OF PAR VALUE 
Ralance at beginning of the year ‘ ‘ ‘ $127,696 $127,504 $ 51,589 
Excess of proceeds over par value of Common Stock issued in connectior 
wit! 
Exercise of pur ¢ warrants (expired December 31, 1964) 1,174 
Exercise of employe stock options 213 192 292 
Rights offering subscriptions 21,525 
Excess of market value over par value of Comn Stock ed paymer 
of 10% stock dividend ; ; 24,500 
excess consideration received over par value of Common Stock issued ir 
acquisition of BLH (Note 1) ‘ 2BA22 
Excess of principal amount of 44% Conver ble Subordinated Debentures 
converted over par value of Common Stock issued and cash paid for 
fractional t > 
Balance at f the yeas $127,909 $1274 $127 
“EARNINGS EMPLOYED IN THE BUSINESS 
Balance at beginning of the year $119,919 $132,262 $152,786 
Net earnings per consolidated statement of earnings , 22,265 2.206 18.228 
Cash dividend 
On Preferred Stock—$4.75, $4.75 and $1.491 per share, respectively (2,500) (2,500) (785) 
On € mot «k—$1.60, $1.60 and $1.56 per share, respectively, as 
adjusted in 1965 for the 10% stock dividend , . (12,061) (12,049) (10,674) 
Stock dividend—10% in Common Stock .. ; sepacedenered (27,293) 
Balance at end of the year (Note 10) —- . $127,623 $119,919 $132,262 
-3 = - 
“(See notes to financial statements) 
t * 
a 
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‘ARMOUR AND COMPANY 


NOTES TO FINANCIAL STATEMENTS 
“For the Three Fiscal Years Ended October 28, 1967 


“Note 1—Basts or Consoumartion : 


The consolidated financial stat lude the vants of the Company, wholly-owned domestic companies and 


one small whol ty-owned | foreign cor vy The Compary carries its investment in consolidated subsidiary companies and 
in a non-consolidated Canadian subsidiary company at an amount equal to its equity in the net worth of such companies 


No individual or group financiai s'atenciuts are included for non-consolidated subsidiaries and fifty-percent owned 
persons, which are principally foreien companies. Considered in the aggregate as a single subsidiary, these companies 
would not constitute a significant suly 


In 1965 and 1963 the porated isstied, wenpectively, 8°,455 and 107,284 shares of Common Stock in poolings of 


Thee wsolidated stare cal years 1965 and 1963 includes the uperations of the 
live Hed companies ior u alire ar. Fis tatements and financial information have been restated 
wherever segiie able to include the po. ! ne 
On July 2, 1965, the Company acy G Baldwiti-Lina-blamiton Corporation (BLH). A. that date the net book 
value of assets of BLH -xceeded thy leration paid by $21,718,639, a portion of which was recorded as additional 
tated dey tation f the bea ferred Net earnings for 1967, 1966 and 1965 utes $2,711,554, 
$3,093.556 and $1,073,783, respect: : erent revi ) n depreciation expense and pro rata portions of the 
deferred credit which is being amor ra peroed of seven and one-half years. During 1967 the deferred credit 
as « wed with $963,628 after ' S4k9 i espect of the settlement of liabilities which 


arose prior to the date of the merger, the amount of whic! ) was + idinaaaiate at that time. The tax reduction of $589,400 


decreased the Company's estemated Feder € tax lia » for the 1967 fiscal year by such amount 

intercompany wid intracompauy itams have Leen ated in the consolidated statements, except for possible 
intercompany and irt-acompany profits included in the crying value of inventories due principally tc the methods of 
precing certam items of food invent spract ‘ determine the amount of such profits 


“Nore 2—Invewrories : 


luventorics are priced as foliows. cecain tems, orn y pork, at cost on the basis of “last-in, first-out", other 
tems at the lower of cost (principelly curt standards) ©: wket and the balance at market les« allowance for selling 
expense The assounts of produci i process w unished manufacture] goods mventores entering into the 


computation of cost of goods sold were as icllows’ Ociover 28, 1967-—-$163,314,825; October 29, 1966—$165,532,112; 
October 30, 1965—$153,489 489 and October 31 1964--$110,1!14,011. 


“Nore 3—InvestTMents : 


The Company's invesuments at October 28, 1967, consist of the following, carried at cost or less 


Kalium Chemicals Limited(1) ........0...sccccecseces $12,135,080 

international Packers Limited: 
Common Stock (757,594 shares) .........ccceceees 13,857,021 
POTD GUGM ona ccccccnsiagnnescvsecssecceasss 2,203,40- 
Shelistar Limited(1) (Note 12) ........... sceuweeein 19,236,988 
Long term receivables ....ccccccccccccccces Bee Soap 12,836,099 
CROW NANOS GP ie cacdddcadédbecevceddacssenusess4 oe 6,907,106 
$67,175,700 


“(1) See comments under “Recent Develupments” in the text of the [Armour] Prospectus. 


“The International Packers Limited (IPL) de =mtures, which are traded on the New York Stock Exchange, are 


convertible into IPL common stock at $10 per share. Aggregate market value at October 23, 1967, of these debentures 
is $2,534,000. 


“In 1966 the Company agreed to certain restrictions for an eight-year period on any disposition of IPL stock, 
such restrictions being designed to insure broad distribution of those shares. Market value of the shares held by the 
Company at October 28, 1967, is approximately $7,480,000. The equity attaching to the Company's investment in 
common stock of IPL is approximately $14,250,000. 
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ARMOUR AND COMPANY 


“NOTES TO FINANCIAL STATEMENTS—(Continued) 


“Nore 4—Derrauep Cn aces 


Deferred charges include, ame ther things, intangible assets representing the unamortized cost of trademarks, 
trade nam ec, wi are lx en a net of tax basis over a period of twenty years. Changes in such 
intangible assets during the 1967 car were as follows 

Balance tober 2V ” eee $10,011,730 
Pre r ® t urged to carning 259,379) 
A ha ‘ ! for anticipated costs related to replace 

‘ 4 2¢ 
im red ' i Lipme Lt 
Ralance. October ») $ 9,703,084 


At October 28, 1967, deferre! cha'ges sre ttated nut of $640,900 of deferred income representing unarnortized 


1962 investment cralit, which is being reficcted in earnings over the estimated useful lives of the related asscta. 
“Nort Lo y 
Ly er bi out tober 28. 1967. cod maturities and sinking fund requirements for the 1968 
fiscal year are a8 loLOW 
1064 
Armwrnant maturities 
authorised jaclhuded ta 
y current Nen-current 
Leng \ er indenture Hhatetlitees maturities 
First Mortgage 2)4% Sirking ! ries I j 1, 1971 $50,000,000 $ $ 12,000." 
First Mortgage 3% S Fund | ! 12,000,000 2Al 8,046,000 
Notes Pa e -Ban 60,000,000 60.000.000 
Equipment lease obligations 26,911 6.444.193 
2874911 86,894,193 
Suberdtinot * ' vera 
414% Convertible Subordinated Debent we Septenber 1, 19 32,648." 12,645,000 
S% Curmmiative incon ber l ‘ ! Noveml 1984 60.000.000 2,195,120 47,814.400 
2,195,120 81,400,000 
$5,070,031 $168,354,193 


Long term debt sinking fund requirements under the first mortgage bonds amount to $4,240,000 for each of the 


fiscal y¢ 1969 amd 1970 $11,566,000 upon maturity in 197! The amouw f equipment lease obligations payable 
for these years are not preseily determinable. Subordinated long term debt sinking fund requirements amount to « 


maximuw of $2,195,120 for cach of the fiscal years 1909 through 197. and $3,845,120 for 1972. 


Notes payevie-banks are borrowings made under a $60,000,000 revolving bank credit agreement. Interest is payable 
om unpaid balances to April 1, 1969, at the prime rate applicable to commercial bank loans. On that date the Company 


wiay elect te convert any portion of the total into 5% term notes, payable in eight equal semi-annual installments to 
April 1, 1973. Future maturities under this agreement are not presently determinable 


The 4%% Convertible Subordinated Debentures are convertible into shares of the Company's Common Stock 
prior to September 1, 1983, at a current conversion price of $51.14 principal amount of debentures for each share of 


stock, with anti-dilution provisions. 
“Nore 6-—InvestMer? Cenort 


The provision for Federal income taxes for the 1967 fiscal year has been reduced by $1,518,100 as a result of the 
investment credit provisions of the Revenue Acts of 1962 and 1964, of whieh $1,358,100 is attributable to qualified 1967 
additions and $160,000 to amortization of the 1962 investment credit. 
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mRMOUR AND COMPANY 


NOTES TO FINANCIAL STATEMEN! (Continued) 


“Nore 7.—Reorevyes ane PA THAIN AD ives 

The Company provides for deterred Vederal meome taxes on the accunw ¢ between deprewutam 
and certain lease expenses recorded rf reperrtieng pury dl live ! \ i 
Federal income tax purposes. During the 1907 fiscal year, the reserve for deferral I cal eee totes changed as 
follows 

atu r 2, 1% | x 
i < gel fee ear > un 
Balance, Cictober 24, | ‘ 

by t to the « 19m f t 
the replacement or rf viion of some of f 1 and fe er tacelitu eate | ! ‘ isa 
after anticipated Federal income tax reduction of $15,000,000, in the consolidated statement of carte bor 9 gives 
accounting recogtiut t anes 0 hist. ’ ‘ fact cs | iat ‘4 
The provision for anticipated charges is reflected as a reserve it the aliduted statenent of financial wee 
Charges to the reserve account during the 1967 fiscal year w ed to SA4146.611 for hess on degqperats of taht 
and $2,221,060 for separation payments and other clogum cost ifier Fed we tan rel ; ol WAYS Ile 
tax reduction of $2,437,300 decreased the Cx any estumated bederal tux babolity tor the 190/ thecal yeur 
by such arnount 

During the 1966 fiscal year the Company sold its food oil refiners mn Kankakee, [lim Cy attanega, Temesne 
aul Fort Worth, Texas Thee sua ons thee ule of these tie ; . 
to $1,533,720 after Federal income tax provision of $1,711,000, wa edited mo extraondmary ' he tan 
provision of $1,711,000 increased the Company's esti ated bed t « li ty for t 1 tom cor oy such 
amount . 

The Company follows the reserve o cthod of providing tor doubtiul va for Armour Agricultural Chemical 
Company, Armour Leather Company and BL. In its other erations the Company writes off douwhtful accounts 


when deemed uncollectible 


“Nore B— aPrTaL SToce 


At October 24. 1967. there were 638,557 and 241,418 authorized bat unissued shares of Common Stock reserved 
for issuance, respectively, upon conversion of the Company's 4%4% Convertible Subordinated Debentures and pursuant 
to stock options granted or authorized to be granted to certa office md employes of the Company Alm at 
October 28, 1967, there were 28,873 shores of Common Stock held in the Company's treasury avail ible tow delwery upon 


exercise of stock options granted to certain officers and employes of the Company 
There were no changes duriwg the 1967 fecal year Vreterred Stock mewel Lure “ af of 4 
tock issued wecreased as follow 
i~ 
16° 
wd October 29, 19 OP) 
serciwse of anploye ock options VMs 
Senmp certitcates caps ca 1) 
| lasued, October 24, 1967 7 ? Vela) 
(a) Includes 28.°76 and 28,875 shares held in the Treasury at October 
29, 1966 and October 28, 1967, respectively 
| 1960 the Company tockholders authorize the vesuance of 390,000 shares of $100 ; t crves lreterred 
Stock, none of which has been imeued 
“Nore 9—Sroce Orrtons Ano Terasuay STOCK 
Stock options have been granted to certs offerrs and eng yes t pure? © share { pany ¢ nen \ 
for periods of five or ten years from the da of grant. Option prices are equal to 100% or 95% of muarlet value at 
these dates 
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“NOTZES TO FINANCIAL STATEMENTS—(Continued) 
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Options er ed betwee De or 7 » and Dece ' “3, pr e the ‘ be purchased on an 
installment basis \ nia ta 2 ‘ { ! 5 : ‘ © granted on and 
alter December 7, 1% aleo « " a ' ca f wing tabu 
lations of shares under option and of shares with respect to w yptt becarme exe able give effect to a 10% stock 
dividend paid Fe ary |, 1% 

lhe mumber | res under 4 at Uect ” 4 t f a : i" er share and 

total at the dates the , vranted are eur vised a - 
Palr marbet walue 
N eothoow 
P leca! your of Awers 
granted shares we yer ohare Terai 
959 ) $22.49 $ 2% ‘ $ 
1942 6/7 AW a4 6A ‘ “ep 
“I 4 6 w4 a77 042 4 
1964 454 ' ) 78 8K) 
1945(1) } 0 » 4 13 
ot . MAS i] 43 
io ¥) "> fig ) 
- $/ 5 f 4 
(1) Includes 31,200 shares, at an averag orice of $27.21, granted at the date 
merger nH ‘ ( » for BLM — 
ing | i ket ¥ { Stock t e re ate 
was $368 per c 
Options fe ) are : ‘ " The rema f be e exercisable in 
' ent pt lL except { re w ‘ “ ¢ upon att me { ope entive conditions. 
*+ qumber of shares with respect to which ons became exercisable during the three fiscal vears ended 


Oct oc 78, 1967, and the option price and fair market value per share and in 
exercisable are summarized as follows 


Option price bait market value 


total on the dates the options became 


Number 
Plecal year of Average Average 
exercisable shores per share Tetal per T ote! 
1965 $5,126 $4.09 $1,879,043 2M $2,356,264 
1966 41,727 9A? 1,645,041 M45 1,687,947 
1967 774 417 751,328 MO 707 216 
117,627 $4,275,412 $4,729,45 


The number of shares with respect to wh 
1967, and the option price and fair market value per share and in total on the dates the options 


summarized as follows: 


Option price F alr market value 


1 options were exercised during the three fircal years ended October 22, 


were exercised are 


Number — 
Piece! year oft Averege 
wrercieed shares per share Total Total 
1965 27,550 $29.24 $ 806,237 $1.76 $1, 4253% 
1966 10,279 29.72 305,511 43.11 443,083 
1967 9,406 27a 200,214 35.16 332,797 
47,295 $1,371,962 $2,201,776 
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“NOTI rO VINANCIAL STATEMENT (Continued) 

A\ October 2A, 1967, the Comnpany held ts tre ¥ 2 ‘ { ite Common Stock available for delivery 
upon exercise Of certan gets i « whore are at the lower of cost oF option prices, 
egereeating $750.72) Acklits best ! . ie of optians granted or authorized to be 
granted will be prowiled In | ed r that purpewe at October 2A, 1967 At 
October ZA, 1967. there wer have ume the Lonpenys sack option plan. 
The excess of cost ower one ‘ ‘ J ‘ " ‘ | to carmen 

« 

For further mfor ” t 4y relete le to the teat of the Proapectu 
“Nore | Arreorsiatren Fas mi ’ ' 

At October Zi 16 ¢ ' ! tucledes appropriatons aggregating: $761,389 which had 
Gange] a6 follows Jurwg tt i | years « that date, all in accordance with the provisions of the 
eppiicable debt indentures 

A pope sagen tee theme bene 
Pavone of 
tater eet aout Hotts ermant 
Cheb tng te i¥ 
My s eo 4 ocbeee Aine tat 
to te ‘ . hel eer tee 
e ) tT ae | M/ ae) $7), “0 
biscal year 
7 m4) 7R? 
14 (4.199.F10) * 975) 
1967 L192 
Ralawe, October 24 I'¥ $ $761,389 
“Nore 11—Piawr ano bE .quermenr anv lire tation 
Changes im plant and equipement during the 1967 | year were as follows 
Wat ‘ AAd i thera bielanee 
Che te oe , areal omele Oh teteer 78, 
one ot La 

Land $274 § \445,0R b | m5717 S$ 4214.54 

Thinltongs IVI ‘ ‘4M (4.3450) 17 4a5, 592 

Machinery and faced equipement 45.6)1 708 21,144,992 (12.952.119) 7A5 BOR 4 

Construction m progres 755 m7 wea 5241 

wi4 KS9 29° m ¢ if (18.4272 905) 996,093,908 

ey -= y- — equipment _ _— (2,564,098) 10.518.076 

« tateon Z iJ 
ess accurnmula depr ’ eli , (4,032,594) (1) 
02,2, 05 $ 37,295,976 $( 24,919,597) 


“(1) Depreciation credited directly to amet eccour: 


“Changes in aceownulated depreciation for buildings, mac 


as follows 


2 


October 


Provision for depreciation 


Balance 
charged to earnings 


Retirements, renewals, ete 


Dalance, October 24, 1967 


“For financial reporting purposes the Cor ipany comys 


Hi4 62a 


inery and fixed equipement during the 1967 fiscal year were 


Mad bine 
ond hand 
Rutidinge mT preent Tees 


$ 67 FOI 
Si2 la 
(2.267 241) 


Sim 4amMaAt? 
1M 9) 
(4,990,187) 


$196,363 428 
18,497,035 
(11,257,428) 
$203,403,055 


$ 70. 141.,8% $133,459.199 


ies depreciation chars generally on the individual item 


straight-line method using rites which it is anticipate! will amortize the cost of such properties ower their usefal 


lives. However, a subsidiary provides depreciation on the cow 


A ' 


"posite method by use of the sum-ol-the-years digits ™ethod 


% 
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“NOTES TO FINANCIAL STATEMENTS—(Continued) 


for eligible depreciable property a quired after January 1, 1954, and by the straight-line method for all other depreciable 
property, principally computed by reference to remaming lives for the several groups. The ranges of depreciation rates 


per year generally are: 


Build 2% to S% 
Machinery and fixed equipment ‘ ; 414% to 20% 
Automative and other movable equipment ... wi 4™%4% to 25% 


Depreciation charges for Ve deral income tax purposes are computed under both straight-line and accelerated methods 
us Preasury Department guideline lives for most assets. 


The policy of the Company is to capitalize the cost of all additions, improvements and major renewals which sub- 
stantially extend the useful life of the particular asset and to charge repairs and maintenance to operations. The gross 
carrving value of renewed assets and the relate 1 accumulated depreciation are elinmnated from the accounts and any 
resulting profit or loss is reflected in ations. Generally, the gross carrying value and the related accumulated 
depreci« io. of properties sold or otherwise disposed of are eliminated from the property accounts. Profits or losses on 


e 


such sales or other dispositions incurred in the norma! course of business are reflected in operations However, in the 
case of a subsidiary, gain or loss on retirements is gencraily recognized only on fully-depreciated items or on abnormal 
rvtirements; on norma! retirements, the cost of the asset, net of salvage, is charged to the reserve for depreciation. 
Profits or losses incurred on dispositions of properties in connection with the Company’s modernization program are 


credited or charged to the “Reserve for anticipated costs related to replacement or relocation of facilities” (see Note 7). 
“Nore 12—ComMMITMENTS AND Lone Tere Leases 
In 1965 the Company acquired a 5090 interest in Shellstar Limited, a United Kingdom company that conducts agri- 
cultural chemical operations. The Compa has a commitment to invest an additiona! $4,000,000 in Shellstar and to 
guarantee up te $27,000,000 in borrowings of Shellstar in connection with an expansion program scheduled to be com- 
} iy 1669. At October 27, 1967, borrowings guaranteed by the Company were $12,000,000. 
Rent expense for real property under long term leases for 1967 amounted to approximately $4,140,000 and under 


existing leases will approximate that amount tor the next five years. These leases extend for varying periods up to 
wenty-nine years, with the Conipany oblicated under most leases to nay for insurance, maintenance and other costs of 
operating the properties 


The Company holds automotive and other equipment under leases having relatively short terms. Additions under 
these leases have been capitalized (beginning in 1966), with the lease obligations reflected as liabilities in the consolidated 
statement of financial position. 


“Nore 13—SuprLeMENTARY Prortt AND Loss INFORMATION : 


Depreciation is shown separately in the consolidated statement of earnings. There were no management or service 


contract fees or significant amounts of royalties paid during the three fiscal years ended October 28, 1967. Other supple- 
mentary profit and loss information is as follows : 


Fiscal years ended 


October 23 October 29, October 30, 

Maintenance and repairs (Note 11) ...... jacasdonsns $38,769,033 $38,357,1/ $32,620,447 
Taxes (other than Federal income taxes) : ot) > isi er 
Payroll ......... Rarer ccccdedctecssesavg: SQR— Casein $ 8,992,553 
Real estate and personal property ......----+++++ 5,230,583 5,069,569 4,522,960 
Other ..... swaeseees siebsedueenears saevdcesoses 3,358,795 3,712,815 2,884,505 
$22,323,698 $21,647,529 $16,400,118 

Dee Se cccccecccdhuceokancdsvscsepeionvethssssansa (“SISS0RT $13,710,089 $13,76: 040 
=" = = === 


These expenses are charged directly to profit and loss, but none are charged to cost of materials in the consolidated 
statement of earnings. 
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ARMOUR AND COMPANY 


“NOTES TO FINANCIAL STATEMENTS—(Contiaued) 


“Nore 14—Emptoyes’ Pension AND RETIREMENT PLANS: 


The Company’s Salaried Emp'oyes’ Pension Plan, originally established in 1911, provides for the payment of pensions 
Pp Oy . 

to salaried employes (not includ members of the Board or Executive Committee, as such) who make regular con- 

tributions to a trust fund maintained for their benefit. The Company from time to time makes contributions to the Plan, 

in such < $ ; 


nounts and at such times as may be determined by the Board of Directors, bu. no part thereof is paid or set 
aside for the account or benefit of any individual pc-son. Annual pensions are computed on the | isis of 1% of the 
average salary paid during the 5 consecutive years of highest salary for each yea: of continuous service, plus, upoa 
additional contributions from individuals whose salaries arc in excess of $10,000 a year, a su:pplementa! pension, and 
under present Company practice an additional benefit, totaling 4/10 of 1% of such average salary in excess of $10,000 
a year for each year of continuous service. It is estimated by the actuaries for the Company that the unfunded past 
service liability under the plan as of january 1, 1967, amounts to approximately 475,900 and that assets of the 
pension fund are in excess of vested benefits 


A noncontributory Retirement Plan, established by the Company in 1957, provides 1 irement payments to salaried 
employes (not including members of the Board or Executive Committee, as s ho rec salaries service prior to 
May 1}, 196i, ard at the time of entry were between the ages of 40 and 55 1m the case of men and 35 and 50 in the case 
of women, who were not then eligible to participate in the Company’s Salaried Emploves’ Pension Plan, and who, at the 
time of retirement, have had ten years or more of continuous service. Annual retirerme uyme on 
the basis of 7/10 of 1% of the average salary paid during the 10 tive vears of vary ; of 
continuous service. Bencfits are integrated with those of the Salaried Eniploves’ Pension Pla or those errployes who 
are eligible to receive benefits under both plans, so that such en es do not receive benefits ler bot’: plans for the 
same years of service. No fund is established by the Plan and the retirement payt ts provided hy the Com- 
pany only as they may accrue. Payments under the Pian aggregated approximaic:y $300,300 947, $254 400) in 1944 
and $271,600 in 1965. 

A noncontributory pension plan was established in 1952 under contracts with the United Packinghouse, Food and 
Allied Workers AFL-CIO and the Amaigamated Meat Cutters and Butcher Nor merica AFL-CIO. 
The plan covers the employes who are members of these two unions, certain other groups of employes under urion con- 


tracts, and certain other employes who are not members of any bargaining unit and are not eligible io participate in the 


pension plan for salaried employes. The Company is required, until expiration of the most recent contracts with the 
above two unions on August 31, 1970, to pay to the Pension Fund, established pursuant thereto, annually in any year 
when such payments qualify as deductions under the Internal Revenue Code, a contributior 1 to the sum of (1) cur- 
rent service costs and (2) an amount sufficient to fund the past service costs in equa: annual amounts, in full, by Septem- 
ber, 1997. It is estimated that the unfunded past service liability under the plan as of January |, 1967, amounts to 
approximately $47,300,000, and that vested benefits, computed on the basis of revisions ir henefit le i 


January 1, 1968, exceeded pension assets by approximately $57,000,000. 


's first effective 


In addition to the above, a subsidiary of the Company has noncontributory pension plans in effect covering substan- 
tially all its hourly-paid employes which were negotiated with the Unions representing the respective groups of employes. 
This subsidiary also has a contributory pension plan covering its salaried employes. It is estimated that the unfunded past 
service liabilities of these pension plans as of December 31, 1966, amounts to approximately $30,656,000 and that the 
excess of vested benefits over pension fund assets was approximately $17,000,000.” 


—_—_—_—_——— 
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Armour Financial Statements for 1968 


The following financial statements of Armour, certified by independent accountants, appeared in 
Armour’s Annual Report to stockholders for 1968. Note references in such financial statements are to 
the Notes to Armour’s Financial Statements which appeared in such Annual Report and are reprinted 
herein. 


ARMOUR AND COMPANY 


“ACCOUNTING AND FINANCIAL PRINCIPLES 


“The following briefly describes certain of the Company’s accounting and financial principles 
which have been consistently followed in the years reported and should be read as an integral part 
of the financial statements. 


“Basis of Consolidation 


The consolidated financial statements include the accounts of the Company, majority and 
wholly-owned domestic companies and one small wholly-owned foreign compan;.. 


“Inventories 


Inventories are priced as follows: certain items, primarily pork, at cost on the basis of ‘last- 
in, first-out,’ other items at the lower of cost (principally current standards) or market and the 
balance at market less allowance for selling expense. 


“Depreciation 


In general, depreciation is recorded in the accounts of the Company over the estimated useful 
lives of the assets, computed on an individual item, straight line method. For Federal income tax 
purposes, accelerated and straight line methods are us¢ d, based on Treasury department guide-line 
lives for most assets. The resulting reduction in taxes currently payable is credited to deferred Fed- 
eral income taxes in the consolidated statement of financial position. 


“Plant and Equipment 


The cost of all additions, improvements and major renewals which substantially extend the use- 
ful life of the particular asset are capitalized. Repairs and maintenance are charged to operations. 
Automotive and other equipment acquired under relatively short term leases have been capitalized 
(beginning in 1966), with the lease obligations reflected as liabilities in the consolidated statement 
of financial position. 


“Investment Credit 


The reduction in Federal income taxes resulting from the investment tax credit related to each 
year's qualified property additions is reflected as a reduction of the respective year’s provision for 
Federal income taxes.” 
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“CONSOLIDATED STATEMENT OF EARNINGS 


Dollars in Thousands 


5) weeks ended 62 weeks ended 


Nov. 2, 1968 Oct. 28, 1967 
“R: 
‘luding service revenucs a SER Pe eye $2,096,402 $2,156,724 
Other 1 OE gs So were aie a Bae Rae Ree ae eae ee aa oe ie a eee weitne Ae 6,193 
2,103,323 2,162,917 
or 
»f products. supplies and ser " ‘ ivedsecesseen ee 1,844,688 1,906,565 
Selling and adm trative expou . - Ses 144.868 150.394 
Depreciation ’ : . 18,393 22,530 
Emmploye pension plans (note & ‘ ee : as ‘ 17,229 15,309 
| r r 10. 168 Lif 
es (other t redera py UR ee Pee ee eee ey Pe pee re ery 20,324 22.364 
"2,055,670 2.128177 
“Earnings from operations before ! ral income taxes and minority interest 47,653 K74) 
“Provision for Federal income taxes (rote 9) : ; ; : (21,670) (12,475) 
“Minority ‘nterest in net earnings of Armour-Dial, In ; ROraG 739) 
“Earnings hetore extruordinary ‘oss j ; Peery Tr Ty evdegbas ay 25,244 : ~ 22,265 
i picanrauaes teed Ceete RD) x ivdaes cigasd 20ed ah pwheraisadvebwwals sewn ek ea@ken (13,215) 
“Net Earnings Toews aaa ‘ Fautueenas r $ 12029 $ 22.265 
“Per share earnings of common stock 
rased upon weighted average number of common shares outstanding after recog- 
nition of preferred stock dividend requirements 
“Primary earnings 
Seine CxOnNne: TOE 6.556. cccaccvnnse ob cvaCeasastasehesen ee eneneeeenes $3.15 $2.61 
Extraordinary loss ; errr. eC OE ET RT LOTTE SE (1.83) ~ 
DIRE GOIN? 5 sca nesnaca cok ccs Backs ees d Ueas EM b ana deceawiigceneardeebuabs 1.32 2.61 
“Fully diluted earnings 
atter giving effect to the assumption that(1) the 444% convertible subordinated 
debentures and stock options outstanding at each year end had been converted or 
exercised at the beginning of the year and added to outstanding common shares, 
(2) interest (less applicable income tax) on the debentures has been added to 
earnings and (3) funds obtained from the exercise of stock options were invested 
at the prime rate and the earnings thereon (less applicable income tax) added to 
earnings 
errr perp e yn tro pir hr thr Perr rey AeA 2.95 2.48 
ExtraceGianty 1068 con cacosecersysveavccss POP IE RT PORTE TEE TINT Or Te ere Te (1.65) ~- 
OE CREE Sic ancdascuacdsnsavdbaversenaks so rgercbeenéekesvacdavavenseess 1.30 248” 


“(see notes to financial statements)” 
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“CONSOLIDATED STATEMENT OF FINANCIAL POSITION 


®3s LESS Ci RRENT LIABILITIES 
“Current assets 
Cash, including certificates of deposit 
Accounts and notes receivable ‘ tor doubtful accounts $2,748 in 
1968 and $2,179 in 1967) 
Inventories 
Products and in process and finisned ¢ tured rds 
Supplies and manufacturing “aw mat 
“Current liabilities 
Notes payable 
Accounts payable and accrued |\s iiti« 
WieGieeh Maan MANE cas 5c iotkwiteies Teewiawaaieve Vaedecagersas 
Long term obligations payabic 4) 
“Working capital 
Current ratio 
“,nvestments (notes 3, 7 and 10 
“Plant and equipment 
Land, at cost 
Buildings, machinery and fixed ea ent, at 


Accumulated depreciation 


Automotive and other movable equipment, at cov less accumulated depreciation 


“Deferred charges (includes trademarks, trade names, etc., less amortization) 


“Total assets less current liabilities . 


Dollars tm Thousands 
Noweanber 2, October 24, 
1968 1967 
$ 41,200 $ 32,393 


125,926 


13,557 


6,645 


96,416 


243,940 


69,651 


6,607 
277 486 
(161,636) 

15,921 
"138,378 
12,084 
$464,053 


167,903 


24,215 
371,879 
(203,603) 

18,519 


211,010 
12,528 


$570,178" 
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“LONG TERM OBLIGATIONS AND STOCKHOLDERS’ EQUITY 


Dollars in Theasands 
November 2, October 2%, 
1967 
“Long term debt (note 4) 
First Mortgage 234% Sind yx Fund Bonds, Series F, due July 1, 1971 .......... $ 6,000 $ 12,000 
First Mortgage 3% Sinking Fund Bonds, Series G, due July 1, 1971 ........... 7, 806 8,046 
Notes Payable—Banks SRT ET Tee TTPO ere 24,000 60,000 % 
7%4% Purchase Money Not’. due January 11, 1971 ..........cccccccceccccccees 3,000 — 
Equipment lease obligations : Sack bee er dhavene Ks shbARGpSa Sadan ea Rane 6,610 6,848 
47, 416 86,894 
“Subor'inated Jong term debt (note 4) “ 
4%% Convertible Subordinated Debentures, due September 1, 1983 ............ 32,558 32,646 
5% Cumulative Income Subordi: Debentures, due November 1, 1984 46,264 48,814 
78,822 ~~ $1,460 
“Reserves, deferred credits and minority equity ra =a ered 
Anticipated costs related to replacement or relocation of facilities (note 5) ..... 14,561 0,92 
Deferred Federal income taxes (mote 5) ........c-cccccccccceeccecccevecseces 13,837 17,111 
Cres aeldine: Grom: aiarner Gabe So vccs cn coc deck didcccccuncicusenckesunees 6,106 7.7% 
Minority stockholders’ equity in Armew: Dial, Inc. (mote 2) ..........2eeee0e 11,5¢@ — 
46,038 ~ $5,795 


“Stockholders’ equity (notes 6 and 7) 
$4.75 Preferred stock, par value $100 per share— 
authorized 550,000 shares 
Soneied ‘SAR DRE SAGES 5s acdc nacccareccravsncensisdecachccacktnneneusends 52,635 52,635 
Common stock, par value $5 per share— 
authorized 15,000,000 shares 


issued 7,614,126 shares in 1968 and 7,572,364 shares in 1967 .............+0+. 38,071 37,862 

Capital in excess of par value .........cceeceeseeees Coencsesogeneceesenaveess 152,095 127,909 

Earnings employed in the business (note 4) .........0scccccececsecccceeeeeees 124,693 127,623 
Common stock held in treasury—1,518,945 shares at cost ........esseceeeevees (75,717) os 

291,777 46,029 

“Total long term obligations and stockholders’ equity ..........6ssceceeeeeeeeeeees $ 464,053 $ 570,178 


“(See notes to financial statements)” 


“CONSOLIDATED STATEMENT OF EARNINGS EMPLOYED IN THE BUSINESS 


Dollars in Thousands 
53 wecks ended «SZ weeks ended 
Nev. 2, 1968 Oct. 24, 1967 
“Balance beginning of year .......-..-sseeeeeeees damhudeunng sett Seaethon $127,623 $119,919 
“Net earnings for the Year .....2cccsccccccccccccvccecscceceecesceeesesceenens 12,029 22,265 
“Cash dividends 
on preferred stock—$4.75 per share ........cccceceeseeeeceeeeeewenecseseues (2,500) (2,500) 
on common stock—$1.60 per share .......ccccceccceceeecneeseeeesseeeneees , (11,493) (12,061) 
“Reduction in Company's equity in undistributed earnings of Armour-Dial, Inc. aris- 
ing from sale by Armour-Dial of its common stock (note 2) .........+++. fens (966) _ 
“Balance end of year ........++++ PPT TIT TUT TTC iit $124,093 $127,623" 
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“NOTES TO FINANCIAL STATEMENTS 


“1. Extraordinary Loss 


As of January 27, 1968, the Company sold substantially all the assets and business of its domest.c agricul- 
tural chemical business. Proceeds from the sale, including collection of retained receivables, approximates $130 mil 
lion. The loss on this sale, less a reserve of $8,610,000 e:tablished in prior years for these facilities and less ap- 
plicable Federal income tax of $12,950,000, has been reflected as an extraordinary loss m the consolidated statement 
of earnings 


“2. Formation of Armour-Dial, Inc. 


As of January 1, 1968, the Company transferred the business and net assets of its Grocery Products Divi 
sion to Armour Grocery Products Company in excharge for 


(1) all of the issued and outstanding capital stock of Armour Grocery Products, (2) $1,200,000 of Ar- 
mour Grocery Products 6% First Mortgage Bonds, and (3) the assumption by Arm 
$15,000,000 of the Company's notes payable to banks. Subsequently, the folle 


ur Grocery Products of 


wi ansactions occurred 


1) Armour Grocery Products Company changed its name to Armour-Dial, In 
I 


2) The Company contributed (a) amounts due it as of April 27, 1968 from foreign subsidiaries of 
Armour Pharmaceutical Company and (b) all of the outstanding capital stock of Armour Pharmaceutical 
Company, Limited, a United Kingdom corporation, to Armour Pharmaceutical Company 


3) Armour-Dial purchased at book value from the Company all the outstanding capital stock of Ar 
mour Pharmaceutical Company 


4) Armour-Dial revised its capital structure and sold, through an offering by Armour to its stock 
holders of rights received from Armour-Dial, 1,894,119 shares of its common stock 
“The Company currently owns 81.6% of the issued and outstanding capital stock of Armour-Dial 


“3. Investments 


Investments consist of the following, recorded principally at cost, which approximates the Company's aggre 
gate equity in underlying net assets 


% of 
outstanding 
cammon stock Nov. 2, 
held tees 
(thomea nds) 
Shelistar Limited (note 10) awiae , én 50% $20,237 $19,237 
IPL ine es cate : Pee piseareuveeis 29% 16,060 16,060 
Kalium Chemicals Limited F ~~ 50% 12,135 12,135 
Other investments . ews ; te Various 10,032 6,908 
Long term receivables ..........ccsseceseeees a ; 11,187 12,836 
$69,651 $67,176 


During 1968, the Company converted $2,203,000 of IPL inc. debentures into IPL common stock. Market value 
of the 977,934 shares of IPL common stock held by the Company at November 2, 1968 was approximately 
$18,000,000. In 1966 the Company agreed to certain restrictions, for an eight-year period, on any disposition of 
IPL stock, such restrictions being designed to insure broad distribution of these share 


“4. Long Term Debt 


First Mortgage Bonds—Sinking fund requirements amount to $2,240,000 for 1969, $4,240,000 for 1970 and 
$9,566,000 upon maturity in 1971 


Notes Payable—Banks—Represents borrowings under a revolving bank credit agreement whereby the Company 
may borrow at prime interest rates up to $60,000,000 to April 1, 1969. On that date, the Company may elect to 
convert any portion of the $60,000,000 into 5% term notes, payable in eight equal semi-annual installments to April 1, 
1973. The amount borrowed at November 2, 1968 under the agreement has been classified as long term obligations 
as it is the Company's present intention to negotiate a revision of the agreement that will, among other changes, 


extend the period of revolving credit beyond the close of the Company's 1969 fiscal year.” 


“Equipment Lease Obligations—Amounts payable in 1969 are estimated to be approximately $3,144,000." 
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“NOTES TO FINANCIAL STATEMENTS—(Continued) 


“Subordinated Long Term Debt—Sinking fund requirements amount to $1,261,000 for 1969, a maximum of 
$2,195,000 for 1970 and 1971 and $3,845,000 for 1972 and 1973. 


“The 444% Convertible Subordinated Debentures are convertible into shares of common stock of the Company 


prior to September 1, 1983 at $51.14 principal amount of debentures for each share of stock, with anti-dilution provi- 
sions. 


“The indentures relating to long term obligations restrict the payment of dividends, other than dividends payable 
in the Company's capital stock Under the most restrictive covenant of these indentures, $95,128,000 of earnings 
employed in the business at November 2, 1968 was unrestricted for payment of cash ividends 


“§. Reserves and Deferred Credits 


“In order to comply with financial reporting requirements set forth by the American Institute of Certified Public 
Accountants, the amount of $18,365,000 reported net after Federal income taxes in 1967 for anticipated costs related 
to replacement or relocation of facilities hus been restated to its gross amount of $30,928,000, an increase of 
$12,563,000. Deferred Federal income taxes has been reduced by a corresponding amount. 


“The excess of the recorded net assets of Baldwin-Lima-Hamilton Corporation, acquired by the Company in 1965, 
over the consideration paid was recorded in part as additional accumulated depreciation and in a part as a deferred 
credit, Ezcxings before extraordinary loss for 1968 and 1967 include $2,548,000 and $2,712,000, respectively, repre- 
senting reductions in depreciation expense, and pro rata portions of the deferred credit which is being amortized over 
a period of ceven and one-half years. In addition, the deferred credit was reduced during 1968 by $184,000, repre- 
senting the settlement of liabilities which arose prior to the date of the merger, the amount of which was indetermin- 
able at that time. 


“6. Preferred Stock, Common Stock and Capital in Excess of Par Value 


Changes in common stock and capital in excess of par value during fiscal 1968 were as follow=: 


=... = 
(thomsen roche ) 
Balance October 28, 1967 <webes sossadinetaneoees pea hesedi $37 842 $127,909 
Issuance of common stock in connection with 

exercise of employe stock options YTTTIVITITITTTTTTT TTT TTT Te 200 1,204 

conversion of 444% convertibi: subordinated debentures davaads seen 9 78 
Increase in Company's equity in Armour-Dial, Inc. arising from sale by Armour-Dial of its 

common stock (note 2) ‘ pase asend 6000eeeense cdeesoseue 22,904 

Balance Nova..ver 2, 1968 ; aah sohesabhbbachbnherd6esesaents deessi spank $38,071 $152,095 


“In 1960, stockholders authorized the issuance of 350,000 shares of $100 par value Series Preferred stock, none of 
which has been issued. 


“7, Stock Options and Tressury Stock 


Options have been granted to certain officers and employes to purchase shares of Company common stock at 
prices of 100% or 95% of market value on the date of grant, for periods of five or ten years from the date of grant. 
The options become exercisable in installments to 1973. At November 2, 1968, options may be granted for an 
additional 53,755 shares at 100% of market value on the date of grant 


“Changes in options during the year were as follows: 


Options Opens 
a. ee 
Average A 
verage 
Balance October 28, 1967 .......... becsddecededed 42neseeene , $37.93 171,708 $38.44 120,703 
Grented .ccccccevese iiadulecdedeaptacendabesaeendskatacnessi 35.74 55,800 — _— 
isis ARR. 5 cvcce o0 Sd0ECsSS CHEST EOLTELecebe Knees — 40.59 26,933 
Exercised .....secsceees PPP errr e ree ry Terr reer ee ey 35.74 (54,004) 35.74 (54,004) 
ccc tn vtndeeee coe dad charred dFleechs es 4auerereseeet 40.67 (26,564) 42.31 (19,818) 
Balance Movember 2 1968 occ cesccccccccccsecccssececeecorece $37.41 146,940 16 73,814" 
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ARMOUR AND COMPANY 


“NOTES TO FINANCIAL STATEMENTS—(Continued) 


“At November 2, 1968 the Company held in its treasury, (1) 1,504,011 shares of its common stock acquired at a 
cost of $75,326,000 through an offer made on August 1, 1968 to its then stockholdert to purchase Armour common 
stock at a price of $50 per share, and (2) 14,934 shares of its common stock acquired in prior years and classified in 
1967 as investments. Shares held mm the tre y, as well as 199,705 shares of reserved unissued stock, are available 
for issuance upon the exercise of options granted or authorized to be granted 


“8. Pension Plans 


“The Company and its subsidiaries have several pensics plans covering substantially all employes. The Company's 
policy is to func pension cost ac rued which includes, as to certain plans, amortization of prior service costs over dD 


years. The actuarially computed excess of vested benefits over pension fund assets was approximately $65,000,000 at 
the date of the most recent actuarial valuations 


“The increase in pension expense for the year results from liberalization of retirement benefits, offset in part by 
changes in certain actuarial assumptions and the reduction in employes covered by the Company's plans due to the 
sale of the agricultural chemical business (note 1) In connection with that sale, certain trust fund assets were 
transferred to trust funds of the purchaser.” 


“9. Provision for Federal Income Taxes 


Company's pr ion for Federal income taxes comprised the following for the fiscal years ended 
‘ ther 2, 1968 am! Oct r 28, 1% 
ee isa? 
(themanmds ) 
Current taxes penceveceeseoeess $ 11,795 $ 6007 


Deferred taxes on difference between financial and tax income, arising from 
depreciation and certain lease expenses 


Amounts equivalent to reduction in Federal income tax in respect of : 


a) losses and expenses in closing of facilities charged to reserve previously 
provided therefor P ; P adeceuavadsaneuen 4,981 2437 


b) losses and expenses on sale of agricultural chemical business (note 1), 
other than amounts included in (a) above, less deferred taxes previously 


provided = de tnewbseedsaweaseussaded are 4,530 — 
c) settlement of certain liabilities which arose prior to the date of the BLH 
merger (note 5) charged to deferred credit arising from merger ........ 1” 890 
$ 21,670 $ 12475 


“10. Commitments and Long Term Leases 


In 1965 the Company acquired a 50% interest in Shellstar Limited, a United Kingdom company organized to 
conduct agricultural chemical operations. In connection with working capital requirements, the Company has a 
commitment to guarantee borrowings of Shellstar which are not expected to exceed $25,000,000. At November 2, 
1968 borrowings guaranteed by the Company were $18,750,000. The Company presently does not anticipate the 
need for any increase in its $20,237,000 capital investment in Shellstar, whose construction program is scheduled for 
completion in 1969 


Rent expense for real property under long term leases for 1968 amounted to approximately $2,189,000 and will 
approximate that amount in each of the next five years. These leases extend for varying periods up to 4) years, with 
the Company obligated under most leases to pay for insurance, maintenance and other costs of operating the prop- 
erties.” 


ay 
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GENERAL HOST 
CORPORATION 


EXCHANGE OFFER TO 
STOCKHOLDERS OF 


ARMOUR AND COMPANY 


Until March 11, 1969 (40 days after the 
date of this Prospectus), all dealers effecting 
transactions in the registered securities to 
which this Prospectus relates, whether or 
not participating in this distribution, may be 
required to deliver a Prospectus. This is in 
addition to the obligation of dealers to 
deliver a Prospectus when acting as under- 
writers and with respect to their unsold al- 
lotments or subscriptions. 


This Prospectus does not contain all of the 
information set forth in the Registration 
Statement including this Prospectus (the 
“Registration Statement”) on file with the 
Securities and Exchange Commission. For 
further information, reference is made to the 
Registration Statement, including the finan- 
cial statements, schedules, and exhibits filed 
therewith. 


PLAINTIFF'S EXHIBIT NO. 24 


MEMO FROM DAY TO ASHTON kE CASH FLOW DATED 
JANUARY 30, 1969 


GuUNMNRAL Worst CokrokaAtTiIion 


JA 897 


ANN q 


To: 


~ 


January 30, 196° 


From: T. T. Day 
Subject: General Host stion's Pro Forma Cash Flo 
. 

As requcsted, we have prepared pro forma cash flows for Gene rai 
Host Cor; or ¢t y 1969 and 1970 reflecting various cssunmce 
levels of owner >» of Armour and Company. These are set forth in cetatl 
in Exhibit I and Exhibit IZ attached. You will note that for all aseurcd 
levels of ownership of Ar ir, we will have suff‘cient positive casa flow 
to mor t! c e € ot ervice require nts of the related 7% Subor- 
dinate t r to | i d in conjunction with our tender offer, TI 
net posit cash fle are rized in the table below: 

Net Positive Cash Flow Assuming Armour is 


(Amounts in Thousands) 


60% 
-Ouned 


51% 
Yeer _Owned 


$ 5,661 $ 5,037 


$ 2,934 $ 1,303 


Since these are projections, it was wecessary to mals 
assu-pti i feveiozin2 this data, and the basis for these ass 
has beer ized un t LIL attached, 

If vou have any cuestions rv rding the above, pleas 


Tt. T. Day 


TID: kd 
Attachment 
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PRO I . : FLO 


Assuming Armour is 


“$l% 60% 80% «1007 
Owned Quncd Quned Owned 
t $ 5,493 $5,493 $ 5,493 3,146 


Arsour divid 2,934 3,661 5,316 (1,600 
Interest on 7% debentures & additional loans (5,266) (6,617) (9,624) (11,162 


— ——_— ——— 


orofit before te 3,161 2,537 1,185 40,384 


, 


fit (Provision) 700 700 5.629 (11,293° 
t profit 3,861 3,237 6,814 29,091 
ation & amortizatio: 4,600 _—s_—i4 , 800 4,800 23,193 
8,661 8,037 11,614 52,284 

repayment long term debt 3,000 3,000 3,000 9,615 
Llabdle § 5,661 § 5,037 $ 8,614 $42 ,669 

) Dial net cash flow included above — - - 10,183 

h Flow Available $ 5,661 $5,037 $¢ 8,614 $32,486 


GENERAL HOST CORPOR\ 


PRO FORYV 


Profit before tax 


PRO FORA / 


nN TUST™ > pore 


Add: Ax ur dividend 


Deduct:Incerest on 7% debentures & edditional loans 


Pro forma profit (loss) before tax 


Tax benefit (Provision) 

Pro forma net profit (loss) 

, preciation & amortization 
Deduct: repayment long term dedt 


available 
sur Dial net cash 


Cash flow 
Deduct: Ar flow included above 


Net Cash Flow 


Exhiibic LU! 
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: ane Ae 


Assumine Armour is 
ee ode — 


31% 60% 60% ~ 100% 
Ouned Owned Owned Ouned 
$ 7,450 $7,450 $7,450 $55,103 
3,912 4,915 7,088 (1,600) 
(10,428) (13,062) (18,921) (23,3058) 
934 (697) (4,383) 30,195. 

; a 521 (10 ,905) 
934 (697 1,138 19,290 
5,100 5,100 5,100 23,493 
6,034 4,403 6,238 42,783 
3,100 _—‘3,100 3,100 9,547 
$ 2,934 $1,303 $3,138 $33,236 
Ie - - 10,183 

$ 2,934 $1,303 $3,138 $23,053 


JA 900 
; Exhibit LII 
Niyecery 

‘t Vee i 


The cash flow projections as per attached schedules have been 
prepared on the basis of the following assumptions. 


Profit Before Tax 


Prozit at 51%, 60% and 60% levels of ownership are based on 
General Host's Five Year Plan as submitted by its operating divisions 
and including our current position in Armour, Armour's 1968 profit be- 
fore extraordinary items has been assumed for 1969 and 1970 and included 
in the combined profit at 100% ownership level.». 


Armour Dividerd on Additioral Shares 


1969 reflects dividends at the current rate of $.40 per share 
per quarter to be received for 2nd, 3rd and 4th quarters on the additional 
Armour shares acquired at the varying ownership percentages. At 100% own- 
ership the dividend on present shares has been deducted. 1970 reflects a 
full year's dividend incoze on all Armour shares owned. 


Interest on 7% Debentures & Additional Loans 

1969 interest on 7% debentures reflects the interest payment 
scheduled for August 1, 1969, whereas 1970 reflects a full year's inter- 
est on these debentures. In addition, interest has been assumed for ad- 
ditional boriowings to cover the excess of the estimated expenses of the 
tender offer over anticipated internally generated funds, plus refinaac-~- 
ing the $9.4 million of insurance debt in August, 1969 at 8%. 


Tax Benefit 


1969 tax benefit of $700,000 at 51% and 60% ownership reflects 
the refund of prior years’ taxes resulting From a carryback of current year's 
tex loss. At 80% ownershio the tax benefit is based on an assumed tax shar- 
ing agreement by which Armour reimburses General Host for the use of 80% of 
Generel Host's tax losses in the consolidated return. 


Depreciation & Amortization 


There will be a ‘modest increase in General Host's depreciation in 
1969 and 1970 from the 1653 level. At 100% ownership we have assumed Armour 
depreciation to be $18,393,000 for 1969 and 1970, the same as reported in 
its 1968 Annual Report. 
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Nneror 
Hi vey on 


At 51%, 60% and 80% ownership, the scheduled repayment of General 
Host's debt is as follows: 


4 1969 1970 


3-Bank loan $1,500 ,000 $2,600,000 
Union Eank loan 1,090,000 1,000 ,c0O 
Miscellancous 500,000 160 ,000 

$3,000 ,000 $3,100,000 


At 100% ownership, debt repsyment includes Armour payments of 
long-term debt of $6,645,900 in 1969 and $6,435,000 in 1970 based on avail- 
eble inferwation in its 1968 Annual Report. 


At 100% ownership, net cash flow excludes that of Armour-Dial, 
except for the Armour-Dial dividend (5¢ per share per quarter) that would 
accrue to Armour based on its present 81.6% ownership. 


TTD: kd 


r 
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PLAINTIFF'S EXHIBIT NO. 25: 


McDOWELL EBT IN ARMOUR v. KELLY, p. 9, lines 12-33 


JA 902 
wbh~-9 HcDowe Li P 25 S 
“ 
Jx., is the present of the conpany? 
A Of Allen & Company Incorporated, right. 


Q Mr. Cherles Allen, what_is his relation 


“ 


to the corporation? re ucla” 
A He is a Peper mere eee 


and he is also, I guess, the senior partner of Allen 


& Company. 

Q He is ret an office: of Allen & Company, 
Incorporated? 

A No. 

Q Are you in any way associated with 


the pertnership? 


A Yes. We all work both for the partnership 


and for the corporation. There is no -- historically 


it might help a little bit to clarify the situation. 


The firm was a partnership up until 


sowe time in 1964, at which tima the corporation was 


created, Physically they are in the same piace 
and essentially they are the cane employees work ei 
fox tke corporation cr the partnership. Thexe is 
no operating distinction betveaa the two organi.ca- 
tions. 

Q You, sir, are an enricyee of the part- 


nexchip, not a member of the partnurchip? 


FSUTHERM DIsTAcY COURT WLFORTE WS 
Unerzs Sravts Coury bays. 


the: 
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PLAINTIFF'S EXHIBIT NO. 39: 


ALLEN & COMPANY, INC. LETTER, DATED OCTOBER 
15, 1969. 


; JA 903 YO SH 
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ALLEN & COMPANY CL, Li Mee 


INCOKPOKMATED 


jo BROAD STREET, NEW YORKK,N.Y. 10004 © HANOVER 21-2600 


October 15, 1969 


Board of Directors 
General Host Corporation 
245 Park Avenue 

New York, New York 


We have been asked to give an opinion as to the probable 
value of the package of cash and securities offered to General 
Host by Greyhound Corporation in exchange for 3,650,000 shares 
of Armour presently owned by Host. We have also been asked for 
our gencral opinion as to the fairness of such offer, and whether 
we feel that General Host should accept the offer. 


Our opinion is given in part because of our historical re- 
lationship with and knowledge of General llost Corporation. This 
relationship has included acting as underwriter for 400,000 shares 
of Host common, placing privately $47,400,000 of Iiost convertible 
subordinated debentures, and acting as joint dealer-manager in 
the exchange offer for Armour and Company. It should be noted that 
we have not yet received our full payment for management of the 
exchange offer. It should be further noted tnat Allen §& Company 
Incerporated will receive an additional fee for services rendered 
if the current Greyhound exchange offer discussed herein is accepted 
by Host. This fee will not be paid if the offer is not accepted. 


The package offered by Greyhound is as follows: 
(1) $77,000,000 in cash 
(2) $36,500,000 face amount of five-year 
senior notes bearing interest at the 
prime rate at time of closing 
(3) 800,000 shares of $5 convertible pre- 


ferred stock, convertible into Greyhound 
common at $20 per share 


(4) 4,250,000 ten-year warrants to purchase . 
Greyhound common stock, such warrants 
to have a minimum value of $6 at the 
time of closing 


Board of Directors - puge 2 - vctober 15, 1969 JA 904 
General lIlost Corporation 


The value of the package is dependent to a considerable 
extent on the market value of Greyhound common stock. This, 
in turn, depends upon the performance and prospects of the com- 
bined Greyhound-Armour corporation. A lack of adequate infor- 
mation prevents us from making an evaluation of these prospects 
at this time. Consequently, for the purpose of this opinion, we 
will calculate probable valuc of the package based on three different 
market prices of Greyhound--$18, $20, and $25. We will assume that 
the market price will fall somewhere in this range. 


Some general comments should be made regarding this assumption. 
We understand from General Host that, on a pro-forma basis, 
Greyhound and Armour combined would have earned $1.55--$1.65 
per share in 1968, as opposed to Greyhound's reported earnings of 
$1.35. Armour's multiple has historically been lower than Greyhound's 
so that the higher earnings may command a lower price earnings ratio. 
Nevertheless, we feel that $18 should represent a reasonable minimum 
for the Greyhound common under normal circumstances--assuming that 
the higher carnings level can be sustained. On the positive side, 
it is difficult to predict the effect of Armour's assets being more 
aggressively managed by Greyhound. However, any improvement in 
Armour earnings must be applied against the large capitalization of 
Greyhound and thus will have a modest impact on earnings per share. 
Given the market history of Greyhound and the prejected earnings for 
the Greyhound-Armour combination, we feel it is reasonable to assume 
a market range of $18—$25 for the purpose of this valuation. 


The following table gives the estimated range of market value 
for the securities package at selected prices of Greyhound common 
stock. The table also indicates the piobable range of cash values 
if the securities were sold. In computing estimated cash value, 
we have assumed that the $36,500,000 of notes will be sold on a yield 
basis of 9-10% and that the preferred and warrants will be sold at 
a discount of 15% from their market value. Although we have not 
solicited any potential purchasers for the notes, it is our feeling 
that the amount of the notes and their intermediate term will necessi- 
tate their being sold at a discount from the prime rate. Because 
of their senior position in a strongly financed company, this discount 
should not exceed 15% (to yield 10% on a current basis). On the 
preferred and warrants, it is probable that a private placement or 
a registered secondary offering could be accomplished at a smaller 
discount than 15% under favorable market conditions. However, the 
size of the preferred and warrant positions and the uncertain out- 
look for the stock market led us to make a more conservative estimate. 


N & COMPANY 
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ESTIMATED MARKET VALUE OF PACKAGE 
Minimum Maximum 
Greyhound Total Valuc $208,500,000 $232,100,000 
at $18 Per Share $57.12 $63.59 
Greyhound Total Value $229,600,000 $251,800,000 
at $20 Per Share $62.90 $68.97 
Greyhound Total Value $250,700,000 $270,600,000 
at $25 Per Share $68.68 $74.14 
ESTIMATED CASH VALUE OF PACKAGE 
Minimum Maximum 
Greyhound Total Value $188,700,000 $212,300,000 
at $18 Per Share $51.70 $58.16 
Greyhound Total Value $206,700,000 $229,100,000 
at $20 Per Share $56.63 $62.77 
Greyhound Total Value $224,600,000 $245,000,000 
at $25 Per Share $61.53 $67.12 


The table indicctes a realizable cash value of $51.70 to $67.12 
for cach share of Armour. While this is less than the approximately 
$72 per share value which General Host placed on its debenture and 
warrant offer ror Armour shares, it is well above today's $46 market 
price of Armour. (Before Gulf §& Western's purchase of stock in 1968, 
Armour had seldom sold above $50 and had recently been less than 
$40.) Nevertheless, it is likely that Host will sustain a substantial 
book loss on the presently proposed transaction. Therefore, st a8 
appropriate to mention certain other factors in attempting to assess 
the fairness of the Greyhound offer to Host and its shareholders. 


There ae several conditions which make the offer attractive to 
Host at this time: 


(1) Continued uncertainty as to control of Armour 
has had an adverse effect on Host's common stock. 


(2) The contest for Armour has made and will con- 
tinue to make substantial demands on the executive time 
of Host. 


(3) A prolonged fight for Armour will deplete its 
management and make it a less attractive acquisition. 


Os lan~ ene eee 
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(4) Dividends and interest from the Greyhound package 
will help defray llost's iateres: costs as long as the 
securities are held by ilost. 


(S) With substantial amounts of cask. or securities 
realizable in cas’., llost would have excel.ient opportunities 
in today's depressed stock market. 


(6) If the Greyhound-Armour combination is successful, 
Host's investment may be worth considerably more than shown 
above. (Assuming some of the Greyhound securities are retained.) 


On the negative side, the following points are pertinent: 


(1) General Host will sustain a large book loss on 
its Armour investment. 


(2) Host will have no control over a major portion of 
its assets, i.e., Greyhound securities. The securities may 
be sold under certain circumstances, but their productivity 
cannot be increased by Host. 


It should be noted that certain factors have not been con- 
sidered by us in preparing this opinion. Among these considerations 
are (a) tax consequences of this transaction for Host, (b) present 
or potential problems under the Investment Company Act. While 
these factors may play an important part in a decision on the Grey- 
hound offer, they are beyond our area of competence. 


It is our opinion, based on the facts outlined above, that the 
present Greyhound exchange offer is fair to the shareholders 0.1 
General Ilost and should be accepted by the Board of Host. This 
opinion is based in a large part on our feeling that the continued 
effort of Host to achieve control of Aruour will result in a pro- 
longed legal fight with Greyhound. As mentioned above, such a 
struggle could have adverse effects on both Host and Armour. Accept- 
ance of the Greyhound offer, despite the resultant book loss for Host, 
presents a fair and equitable alternative to a further contest for 
control. The cash and securities received from Greyhound should offer 
(1) good investment opportunities in today's market, (2) the ability 
to consolidate and restructure the capitalization of General Hos.. 


This opinion letter has been prepared for the exclusive use 
of the Board of Directors of Gencral Host. It should not be distri- 
buted to other sources without prior permission of Allen 4 Company 
Incorporated. If there are any further questions, please do not 
hesitate to call on us. 


Sincerely yours, 


Alan S. McDowell 
Vice President 


ry 
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MARKET VALUE OF PACKAGE 
Market 
Minimum Maximum Range 
Greyhound at 18 
Cash $ 77,000,000 $ 77,000,000 
Notes $ 36,500,000 $ 36,500,000 
Preferred $ 72,000,000 $ 88,000,009 (90-110) 
Wts at 20 $ 23,000,900 $ 30,609,000 30%-40% of 
__—i(ws COMMON 
$208 ,500,000 $232,100,000 
Per Share $57.12 $63.59 
Greyhound at 20 
Cash $ 77,000,000 $ ,.',000,000 
Notes $ 36,500,000 $ 36,500,000 
Preferred $ 88,000,000 $100,000,000 (110-125) 
Wts at 20 $ 23,100,000 $ 38,300,000 33%-45% of 
common 
$229,600,000 $251,800,000 
Per Share $62.90 $68.97 
Greyhound at 25 
Cash $ 77,000,000 $ 77,000,000 
Notes $ 36,500,000 $ 36,500,000 
Preferred $100,000,000 $104,000,000 (125-130) 
Wts at 20 $ 37,200,000 $ 53,100,000 35%-50% of 
common 
$250,700,000 $270,600,000 
Per Share $68.68 $74.14 


ear A? COMPANY 


EXHIBIT 2 


REALIZABLE VALUE OF 


Greyhound at 18 
Market 
Less: Discount on Notes 


Less: 15% Discount on 
Preferred and Warrants 


Per Share 


Greyhound at 20 


Market 
Less: Discount on Notes 


Less: 15% Discount on 
Preferred and Warrants 


Per Share 


Greyhound at 25 
Market 


Less: Discount on Notes 


Less: 15% Discount on 
Preferred and Warrants 


Per Share 


maar A? (OMAN y 
oO 


PACKAGE IN 


Minimum 


$208,500,000 


$,500,000 


14,360,000 


$188,700,000 
$51.70 


$229,600,000 
5,500,000 


17,400,000 


CASH 


$206,700,000 
$56.63 


$250,700,000 
§,£00,000 


20,600,000 


$224,600,000 
$61.35 


JA 908 


Maximum 


$232,100,000 
2,000,000 


17,800,000 


—— + 


$212,300,000 
$58.16 


$251,800,000 


2,000,000 


20,700,000 


————— 


$229,100,000 
$62.77 


$270,600,000 
2,000,000 


23,600,000 


$245,000,000 
$67.12 
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PLAINTIFF'S EXHIBIT NO. 60: 


ALLEN & COMPANY, INC. LI ‘ER, DATED FEBRUARY 
4, 1969 _ 


CALLEN €& C 
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OMiPANY 


LO 


Cdablohed 1927 
go DROAD STREET, NEW YORK 4 . HANOVER 32-2600 
February 4, 1969 . 

Mr. Harris J. Ashton, President 

Genei | Host Corporation 

245 Park Avenuc 

New York, New York 10017 

Dear Mr. Ashton: 

It is in the opinion of Allen & Company that, in 
the event General Host rporation in its proposed tender offer 
receiv: sufficient shares of Armour and Company to increas¢ 
General Host's pez ntage hoidings of outstanding Armour stock 
to an amount in excess of 50%, that on or before August 28, 1969 
Allen & Company will be able to refinance the $9,400,000 of 5% 
notes ntly held by a group of institutional investors. 

This letter is not a fimn commitment. Any financing 
would be subject to market conditions at the time. 


Sincerely, 


4 


oe 


HERBERT A. ALLEN 


/, "ff 
A P 4 


Pa 
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PLAINTIFF'S EXHIBIT NO. 61. 


REVISED GREYHOUND TENDER OFFER 


——e, 
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THE GREYHOUND CORPORATION 
10 SOULTIT RIVERSIDE PLAZA 


CHICAGO, ILLINOIS GOGO06 


OFFICE OF THE PRESIDENT 


January 31, 199 


Dear Armour Stockholder: 


Enclosed herewith is a revised Offer dated January 31, 1999 of 
Greyhound Food Management, Inc., a wholly owned subsidiary of The 
Greyhound Corporation, to purchase your shares of common stock of 
Armour and Company at $70.00 per share in cash. You are urged to 


read the revised Offer in its entirety. 


If you have already deposited your shares of Armour in response 
te our Offer of January 27, 1969, you will receive $70.00 in cash for 


each Armour share purchased without further action on.your pai: 


We urge that you tender your shares prior to the expiration of 
our revised Offer on February 10, 1969 and that you execute the Proxy 


contained in the enclosed Letter of Transmittal. 


Very truly + urs, 
THE GREYHOUND CORPORATION 


Geravcp H. Travraas 


President 


~ 
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GREYHOUHD Coie. 
Revised ‘Oller To Purchase 2,500,000 Shares of fe 
e fn0 ARMOUR AND COMPANY 
pos -—— Common Stock 


By 


Greyhound Food Management, Inc., 
a wholly owned subsidiary of 


~/ THE GREYHOUND CORPORATION 
at $70.00 per share net 


Scheduled to expire Monday, February 10, 1969, unless extended 


To Common Stockholders of 
ARMOUR axpD COMPANY: 


Greyhound Food Management, Inc. (“Greyhound”) hereby offers to purchase shares of common 
stock of Armour and Company (“Armour”) at $70.00 per share net of brokerage commissions and 
transfer taxes, in cash, on ‘he terms set forth herein. This offer will expire at 5:00 P.M. Chicago 
time on Monday, February 10, 1969 unless extended. There will be public notice of any extension. 


The elusing price of Armour common stock on the New York Stock Exchange on January 24, 
1969, the last trading day before the announcement of Greyhound’s original offer, was $59.00, On 
January 29, 1969, the day before the announcement of this revised offer, such closing price was 
$67.50. On January 30, 1969 when this revised offee was announced, such closing price was $69.50. 
On January 31, 1969, the date of this revised offer, such closing price was 370.90. 


Lehman Brothers is acting as Dealer Manager in connection with this offer, and Greyhound will 
pay them the reasonable and customary fees for such services. In addition, members of the NASD and 
members of national securities exchanges who solicit tenders will be allowed a commission (payzble 
by Greyhound) of $.70 per share purchased hereunder if their names appear on the Let! ~ of 
Transmittal. 


Greyhound will purchase on February 10, 1969, all shares tendered before 5:00 PLM. Chicago 
time on that date up to 2,500,000 shares.. If more thea that number are tendered, Greyhound may 
elect to purchase any or all-of the excess. If it elects to take less than all shares: tendered, Grey- 
hound will purchase all tendered shares on a pro rata basis, will give prompt notice of the pro rata 
portion to be purchased, and will return the unpurchased balance as soon as practicable. 


Payment for all shares purehssed will be made as soon as practicable after the purchases are 
made, Tenders may be withdrawn before 5:00 PLM. Chicvazo time on February 7, 160. Thereafter 
they will be irrevocable exeept that they may be withdrawn after April 1 E69 unless theretefore 
purchased by Greyhound. 


Armour stockholders who wish to tender their shares must fill vut and execute the enclosed Let- 
ter of Transmittal, which must either be accompanied by the stock certificates or contain the guaran. 
tee (in the space provided in the Letter of Transmittal) of a commercial bank, trast company, or nem. 
her of a national securities exchange that the certiticates will he deposited within tive business days 
after notice of purchase has been given by Greyhound, The Letter of Transmittal so executed (and 
aHy accompanying stuck certificates) must then be transmitted to the Tender Agent or one of the 
Forwarding Agents named below. The tender will be deemed to have been mide when the Pender 
Agent or a Forwarding Agent receives cither the Letter of Transmittal or a letter from a commer. 
cial bank, trust company, or member of a national securities exchange stating that the Letter of 
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Transmittal has been deposited with it and will be forwarded promptly. The letter must set forth 
the name of the tendering stockholder, the number of shares tendered and the serial number of the 
certificates evidencing the shares. 

The Tender Agent is: 
ConTINENTAL Ttiaxois Nation an Bank axp Trvst Comranxy or Cicaco 

Corporate Sevurities Division 
231 South La Salle Street 
Chieago, Minois G0690 


_ The Forwarding Aaents are: 


Fimst Nationat City Bank Baxk op Asenica N.T.SS.A, 
24th Floor Corporate Ageney Stock Transfer Dept. 
111 Wall Street P. O. Box 33038 
New York, New York 10015 Rincon Anuex 


1 South Van Ness Avenue 
San Francisco, California 94120 


Additional information as to Grevhound is set forth below. Greyhound reserves the right to 
vaive any terms or conditions of this offer or any defect in tenders. 


ADDITIONAL !NFORMATION 
Greyhound is a Delaware corporation having 1:5 principal office at 2301 West Lafayette Boule- 
vard, Detroit, Miel “an 48216. Its principal business is the furnishing of centralized management and 
accounting services to certain subsidiaries of The Grerhound Corporation which provide industrial and 
institutional food service or engage in the operation of restaurants both within the bus terminals used 
by Greyhound Lines, Inc. and elsewhere. 


The Greyhound Corporation is a Delaware corporation having its principal office at 10 South Riv- 
erside Plaza, Chicago, Mlinois 60606. Its principal business is that of a holding company, having no 
business operations other than the holding of stuck and other seeuritics of subsidiaries and engaging 
in such financing and management as is incidental thereto. 


If the offer is accepted to the full extent of 2.500.000 shares, the cost to Greyhound will be 
$175 million plus expenses of approximately $2.5 million. An affiliate of Greyhound has arranged 
to be rrow $75 million under an existing eredit agreement with a group of banks. The agreement 
calls for rcpayment over a four year period if not renewed on any March 31 anniversary date, and 
the interest rate ranges from the prime rate in effect from time to time to such prime rate plus 14 
of 16¢. The balance of the funds will be obtained by The Greyhound Corporation under established 
lines of credit with commercial banks at the prime rate plus 14 of 1¢¢ and/or through the sale of 
short term negotiable notes. 


Gireyhound_js_purchasinz the \rmuur shares ws an inyestoen i view to control, Depend- 
ing mpon_the numberof shares acquired puruait.to this Offer, it may or may not obtain control of 
Armour. In the event that Greyhound should acquire control of Armour, neither Greyhound nor The 
Grevhound Corporation has any present intention or understanding to liquidate Armour, sell its 


assets, merge it with any other company, make any major changes in its business or corporate struc. 
ture, or make any change in the composition of its present Board of Directors or principal officers. 


Neither Greyhound nor The Greyhound Corporation nor any of the latter's subsidiaries or their 
respective afiiliates owns, has any right to acquire, or has effected any transactions in any shares of 
eonmon stock of Armour other than (i) 30.000 shares which Greyhound acquired on national seeu- 


Greyhound by the “Prince Interests” pursuant to Greyhound’s original offer as set forth below, and 
(iii) 241 Shares of Armour whieh have been deposited as set forth below by Armour stockholders 
other than the “Prince Laterests’. To the best of Greyhound’s knowledge, none of its officers and 
directors, none of the oficers and directors of The Greyhound Corporation and none of the Latter’s 
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subsidiaries or their respective afliliates own anew stuces of Armour or have efiveted any transac: 
Theeuas in Armour eeeteeteneedy Sten he shunting thre rast 0) ebay , 


The initicl public. sateen ement en the morning of Hannery 25, 1G of the original Greyhound 
offer Consdlitiongd that viier uy Me the agrectment of the “Mrinee aba is tender their Armour 
xhares to Greyhound, fF Aabaslaar a wea eof the Armour Board of Directors that afternoon, the 

“Prince Enterests” entered inte the two better gvreements dated January 27, 1969 deseribed below. 
Shortly thereafter, Greyhound mailed its orbginal offer wad oa letter tren: William Wood Prince, 
Armour’s Chairman. te all Armour cemmon stockholders (including the “V@rinee Tuterests”) and 
the holders of Armour’s 44447 Convertible Subordinated Debentures, Me. Prinee’s letter stated that 
the Armour Board had carefully considered the Greyhound offer and that he was conveying it to the 
Armour common stockholders and the registered debenture holders as ineviting their serious consid- 
eration to be weighed in terms of their personal situations. 


One of the letter agreements between the “Prince Interests” and Greyheund provided that the 
“Prince Interests” would convert all of Armour’s 44452 Convertible Subordinated Debentures then 
owned by them ($400,000 principal amount) into Armour common stock and that those shares, to- 
gether with any other shares of Armour common stock owned by the “Prince Interests” on January 
27, 1969, would be tendered direetly to the Tender Agent. On January 28, 1969, 491,072 shares of 
Armour were deposited with the Tender Agent pursuant to this agreement. Subsequently, the Deben- 
tures were converted into 7,821 shares of Armour common stock; and these shares were deposited 
with the Tender Agent on January 31, 1969. 


In the other letter agreement with Greyhound, William Wood Prince and James F. Donovan 
agreed, individually and as trustees of the “Prince Interests”, to vote as Greyhound directs any shares 
of Armour common stock so registered in their names on January 7, 1969. Greyhound has not given, 
and has no present understanding that it will give, any direction pursuaut to this agreement. 


On January 31, 1969, 241,360 shares of Armour common stock (in addition to the 493,593 
shares deposited by the “Prince Interests”) have been deposited with the ‘Tender and the Forward- 
ing agents. All of these shares and the shares deposited by the “Prince Interests”, to the extent pur- 
cuased, will be purchased for $70.00 a share and may be withdrawn before 5:00 P.M. Chieago time 
on February 7, 1969. 


Any proxies given on the enclosed Letter of Transmittal with respect to shares of Armour ac- 
tually purchased by Greyhound pursuant to this offer will be voted by the persons named therein at 
Armour’s annual meeting to be held February 21, 1969 or any adjouruments thereof for such eandi- 
dates as the named proxies in their diseretion may determine. 


Directors of Greyhound, their principal oceupations and business addresses are: # Frederick W. 
Ackerman, Honorary Chairman of the Board of The Greyhound Corporation, 371 Market Street, San 
Francisco, California; Gerald IL Trautman, President and Chief Exveutive OGver of The Greyhound 
Corporation; Jess Nicks, Vice President of The Greyhound Cor poration, beth of whose business ad- 
dresses are 10 South Riverside Plaza, Chicago, Iinois; Menry A. Montague, President of Greyhound ; 
Edward R. Marek, Vice President of Greyhound; Max W. Marman, Viee Miesident of Greyhound; 
James FE. Rather, President of Prophet Foods Co.; all of whose business addreses ave 2301 West La- 
fayette Boulevard, Detroit, Michigan; Charles S. Munson, Chairman of Exveative Committce of Air 
Reduction Company, Ine. 150 East tnd Street, New York, New York; and Peter J. Monaghan, Attor- 
ney at Law, 1732 Buhl hie Detroit, Michigan. 


Officers of Greyhound in addition to those referred to above are Erm Bartoletti, Roger b. Burr, 
John Il. DeSaye, Eugene A, Kray, and George W. Thorsen, Viee Presiduts, all of whom are 
employed full time at 2801 West Lafayette Boulevard, Detroit, Mic higan, and George T. Christie, Seere- 
tary, and F, Edward Lake, Treasurer, Mr. Christie's and Mr, Lake's prinvipal oecupations are as Sev. 
retary and Treasurer, respectively of The Greyhound Corporation at 10 South Riverside Plaza, Chi- 
cago, HMlinois. 
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Directors of The Grevhonnd Corporation, their principal oeeupations cotuel Dnastgness gelelresses anes 
Frederiess Wo Nekerman, Uonerary ¢ heirman of the Beard of The tires bend Corporation, 371 
"Market Street, San Franeteo, California: Gerald He Troutman, President amd Chief Evecttive 
Oftieer of The Grevhound Corporation, 1 South Riverside Plaza, Chisceo, (Hiineis Ghani ; KR iymieoned 
BP. Shatter, Executive Viee President of The Greyhound Corporation, 1 Seath Riverside Plog, Chi- 
cago, Hingis Going ; William Hi. Adams, President aud Chief Executive Osteer of St. Reszis Paper 
Company, 1) Bast 42nd Street, New York, New York 10017; Howard Bord, Chairman and Chief 
Executive Oftiver of El Paso Natural Gas Company, 2727 Allen Parkesiy, Houston, Tesas TaiOlo: 
Frederick L. Ehrman, Investment Banker (Partner), Lehman Iirethers, One William Street, New 
York, New York 10004; Pant EB. Hoover, Honorary Chairman of the Board, Croeker-Citizens National 
Bank, 1 Montgomery Street, San Francisco, California 91120; Henry A. Montague, President of 
Greyhound, 2301 W. Lafayette Boulevard, Detroit, Michigan 45216; Charles 8S. Munson, Choirman- 
Sxecutive Committee, Air Reduction Company, [neorporated, 150 East d2nd Street, New York, New 
York 10017; Rankin M. Smith, Ineurance Executive, Life Tsurance Company of Georgia, 2715 Life of 
Georgia Tower. 600 West Peachtree Street, N.W.. Athmta, Georgia 80908; Mans Stuater, Director, 
Chairman of Finance Committee and Member of Exeentive Committee, Stauffer Chemieal Company, 
299 Park Avenue, New York, New York 10017; Harold C. Stuart, Attorney, P.O. Box 1349, Tulsa. 
Oklahoma 74101; James W. Walker, Vice President, Brady Security & Reaity Corporation, 4 West 
58th Street. New York, New York 10019; Leslie B, Worthington, retired, 525 William Denn Place, 
Pittsburgh, Pennsylvania 15230. 


The ofticers of The Greyhound Corporation in addition to those referred to above are: Ralph 
C. Batastini, Vice President-Finanee ; Sid Cato, Vice President-Publie Relations; Herbert J. DeGaff. 
Vice President-Marketing; C. J. Fleps, Vice President; Robert E. Gocke, Vice President-Liduat cial 
Relations and Personnel; Robert O. Lowe, Vice President-Comptroller ; dexs Nicks, Vice Vresident- 
Food Operations; Stephen F. Snyder, Vice President-Corporate Development; Vernon K. Ste- 
phens, Vice President-Sales and Planning; Charles M. Thomas, Vice President-Advertising; George 
T. Christie, Secretary ; F. Edward Lake, Treasurer, all of whom are employed full time at The Grey- 
hound Corporation's principal executive offices located at 10 South Riverside Plaza, Chicago, Mli- 
nois 60606. 


This offer is not being made to, nor will Greyhound accept tenders from, holders of Armour 
Common Stock in any state in which this offer or the aceeptance thervof would not be in compliance 
with the laws of such state. In those states whose laws require this offer to be made by a registered 
broker-dealer, this offer is made on behalf of Greyhound by one or more registered broker-dealers 
who are licensed under the laws of such state, including Lehman Brothers, who is acting as Dealer 
Manager for Greyhound in connection with this offer in those states in which Lehman Lrothers is 
so licensed. 


All questions as to the validity, form, eligibility (including the time of receipt) and acceptance 
of any tender of shares will be determined by the Tender Agent, ¥ .ose determination will be final 
and binding. 


GREYHOUND FOOD MANAGEMENT, INC. 


January 31, 1969 
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DEFENDANTS' EXHIBIT NO. A-11: 


LETTER FROM KIRKLAND, ELLIS TO SEC, DATED 
DECEMBER 10, 1968 


KIRKLAND, ELLIS. HOpsolW, CHAFFETZ & MASTERS 
eRUDENTIAL PLAZA 
CHICAGO, ILLINOIS GOGO! 


“ricrvonce RAKvOCLPI G-2929 


Decexber 10, 1968 


Mr. Philip A. Loomis, Jr. 

Genaral Counsel 

Sccurities and Inchanae Connission 
500 Korth Canitol Stxcct, N.V. 
Washington, D.C. 20549 


Dear Mr. Loowis: 


Re: General lost Corporation 
and 


Armour and Company 


This will confirm Robert lie Dowell's and wy advice 
to you at our necting lest Ghurecuy concexnine General kost's 


interest in our clicnt Acmour and Cowpany, es follows: 


le. General ost filed @ Echecvile 13) as to its 
intercst in Axmour dated Septewber 11, 1968, and it has 
filed emendaents to this Schedule dated October 14, Nevember ¢ 
and Pecomber 2, 1968. According to the Schedule as anendea 


to date, General Host owned 1,0 0 9,000 shaxes Of Arinour on 
Hovember 36, 1968, or zhout 16. 5% of Axmovr's outstanding common 
stock. 


2. The financina of General Most's purchases of 
Aymour stock has been provided principally by General Host’ 
private placement of 5% Convertibla Notes in the p: fincipal 
maount of $47,600,000. According to General 2 


lu ont" proxy mat= 
exial this private pliccirent was arranged by Kleines Rell 
POV: f 7 7 


& Co., Incorporated wnd Allen & Company, Incox wted fo: e 

Of approximately $562,500 cach, According to the December 2 

1968 ewenéront to the Schedule 13D, the balance of the financing was 
provided principally by loans of $14,000,000 from Peenklin National 
Konk (New York City), Union hank (Los Rnucles) and Penk of he 
Conmonveclth (Detroit under 2 loan agr 

authorized loaus for this purpo 


~ 


reement providing for total 
20,009,000. 


3. Contrary to Generel) Host's statement that there 
t 


are no arrangements ox understandings with respect to the 
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KIRKLAND, ELLIS, HODSON, CHséArFETZ C: LiASTERS 
PRUDENTUAL PLAZA 
CHICAGO. ILLINOIS cacol 
Mr. Philip A. Loowvis, Trerione RANDoLrn 6-2020 peeenber 10, 1°68 


securities of Armour, it is ow: belief that (a) the 5% 
Convertible Note issue wes worely the first step in én overall 
progran of Genexil Rost, with the help of its advisers 
(principally Allen & Cermpany, Incos:porated and Kleiner Vell 

& Co., Incorporated) to acquixe working control of hinwour, (b) 
the next step in the progr is to muke cithexs a cash tencocr 
offer or & recistercd exchange offex for a nwanvex of shares 

of comiron stock of Axmour that would ossurc General Lost of 
working contxol, and (¢) the final step in the program is to 


Genexal Mort. This belicf is bascd on information which 
officers of our client have received from: (i) a nvunbesw of 

banks across the covntry who have heen invited by Union honk, 

or one of the other benks mentioned ibove, to join a consortium 
to provide a very laxce loen to Genexal Nost for a take-over 

of Armour; (ii) one of the prechasexs of Gencral Vost.'s 5% 
Convertible Hotes who tricé to arrange a meeting with Axwour 

and who stated that General ost was in the process of reisina 
$100,000,9000 to hvy control of Armour; (114) a friend of Axwovur 
management who leerned from Rillen & Company that it wes optiris- 
tic over Conexal Tiost's plan to raise $100,000,000 foi: General 
Pout to complete its proorem; (iv) three investreent componics 
owning a total of 297,000 shares of Axynour vho have told Arnour 
that they have received inovirics recurding the purchase of their 
stock; (v) a wealthy stockholder of Axnour who has infoxmed 
Armour that General Nost is now planning én exchance offer to 
acquire 2,000,000 sherxes of Armour for a price of $70 to $75 

in cash an@ securitics; and (vi) Armour's stock transfer records 
showing that some of the purchasers of the 5% Convertible Votes 
have acavired large holdinaus of Comuon Stock of Axrwour, these 
persons being the Putnaw Incone Fund and the Putnar Duo Fund 
which together own 155,000 shares of rmour, Kleiner hell & Co. which 
holds in its name approximately 72,000 shares of Armour, and the 
Vilmineton Trust Company which owns approximately 21,000 shares 
of Axmour. 


Vie believe that the high dcht-cauity yatio of General 
Host (presently between four and five-to-one) raises important 
questions as to its sources of repayment of its laree Loxrrovings. 
Based on our pact expericnce in this kind of transiction, it 
appears obvious to us that the lenders will. be looking for re~- 
payment to the resources of Lyrour and Company. 
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KIRKLAND, (Mitis. Honcen, CHAKFETZ & MASTERS 
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Even allowlua fox the hemsusy natuxe of our evidences, 
4% is our opinion thiut General Nose is probably presently in 
violation of the Qisclosuce rcoujxencnats of Section 13(d) of 
the Sceurities kxechonge Act of 1934 und the rules thereunds+. 


If upon fexthes investie: tion there appears to he 
a concerted erovp effort by Concral Lost tnd others to acevire 
stock of Axmour, a filing Of 131 Schedules by the qroun vould 
S 


corn to be in order. 


In addition to possible violations of fections 13 (d) 
of the Inechange Let, we heliove Genexal Nost's various lenders 
may have violated Kequietions G, T ox U, as the case may be. 
As you know, thece xeculi clon, avply to puspose excdlts 
secured “dixectly ox jucixectly by any stock." he question 
iu vhethex the lomns referred to xbove hive been secured 
indireetly by the Axcioux stock ceeuired by Genuxal Nost. 
lt has been our expe icace in watters of this kine that tha 
lenders tuke practices) measuxes to insuxa the inability of the 
borrowex to dispose of the stock. ten ons of tie. bank 
lenders siwply holds the stoci cartifiestes with no written 
agreement but with the verbal understanding that the stock will 
not leave the bank. Jn our opinion, any such restrictions on 
the customer's right or ability to dispo.e of the hxnouxr stock 
would constitute violations of these reculations. 


Accordinely, we respeetfully sucecest thet you should 
now inousse from, Goenexal Host aud 4¢n various lenexs and 
{gnanciol edvicers whether and to what extent our cdvice to 
you is txuc, end upoi yeceipt of their answers mile such further 
juvestigation and take such fuxther action as you deem proper. 


Very truly yours, 


KIRKLAND, MLLIG, NODSON, CHITTLIZ G MACTURS 


hy 
Elinor WV. Johnson 


LWIsxrt 
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DEFENDANTS’ EXHIBIT NO. A-12: 


LETTER FROM SEC TO SULLIVAN AND CROMWELL, DATED 
DECEMBER 12, 1968 


SS SSS 
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Wasiincien, 0.C. 20549 


Divito’ oF 
wAVse HMEGULATION 


DEC.12 1969 


hobert McDowell, Haq. 
Sullivan & Cronwell 

48 Woll Street 

New York, New York 10005 


Dear Mr. McDowell: 


In your letter of November 25, 1968 you ask that we make whatever 
investigation we decm appropriate to determine whether General Host 
Corporation should be registered as an investment company. You 
will recall that we also discussed this matter at the mecting in 
our office on December 5, 1968, 

I assure you that we are actively looking into the matter and that 
we will take whatever action we belicve appropriate. 


Sincerely yours, 


(jh (Coilhs— 


Alan Rosenblat 
Chief Counsel 


SECUNITILS ATID EXCHANGE COMMISSION ee 


Rn aS ee 


a 
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NETENDANTS' EXHIBIT NO. A-13: 


LETTER FROM KIRKLAND, ELLIS TO SEC, DATED 


DECEMBER 16, 1968 __ 
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DEFENDANTS' EXHIBIT NO. A-15(1): 


GENERAL HOST EXCHANGE OFFER ANNOUNCEMENT 
DATED DECEMBER 23, 1968 


7 A 922 A-(5 


For Imucdiate Release 
Monday, DP. «ber 23, 1968 


General Host Corporation intends to make an ex. inge a ! 
offer for any and all shares of Armour and Company coiu«on 
stock, Richard C. nate. Chairman of General Host, arinounced 
today. ‘General Host intends to offer for each share of Armour 
stock $60 principal amount of its own 7% debentures due January 31, 
1994, and one and one-half warrants to purchase General Host 
common at $45 per share, expiring January 31, 1979. Each warrant 
is for the purchase of one General Host share. The exchange offer 
is subject to the approval of General Host shareholders at a eyectal 
meeting to be held in the latter part of January end will be mace 
only after the General Host securities to be offered have been 


registered with the Securities and Exchange Commission. 


ttt 


of 


From Len Matt 

Ted “eglin & Associates, Inc. 
63 East 80th Strect 

New York, New York 10021 
628-3550 


JA 922% 


DEFENDANTS' EXHIBIT NO. A-16" 


ARTICLE, WALL STREET JOURNAL, DATE.) DECEMBER 
24, 1968 


nin 
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) General ost Bid, 


2 OD gee 1 
VWVidely Expected 


[4iede for Armour 
lzifer 
Warrants, $59 of Debentures 
Offered for Hach Common; 
General Host Vote Needed 


? 


Plan Termed ‘Hocus-Pocus’ 


— ee 


Fy a WAut Steezt JouRNAL Staff Reporter 

NEW YORK-—Ceneral Ho-t Corp. has made 
its widely expected exchange ofier for “any 
and z!l common shares” of Armour & Co. 

Armour, a Chicago-based fo od, chemicals 
and industrial products concern, has said it 
will ficht a General Host take-over bid. Last 
week, in an apparent attempt to ward off Gen- 
eral Host, Armour announced an exchange 
offer for Williams Brothers Co., a Tulsa-basced 
pipeline and -pipeline services concern. 

Yesterday, Armour assailed the General 
Host proposal as “financial hocus-pocus” that 
amounts to “a pyramiding of paper.” General 
Host would print as many as 5.5 million war- 
rants and would add $250 million of debentures 
onto “the already over-burdened debt structure 
of General Host,” Armour charsed, and as- 
serted that the offer is “topsy-turvy.” 

General Host, a diversified concern with 
convenience food, food services and tourism 
operations, said it will offer Armour stockhold- 
ers for each of their shares: 

~—A tota! $69 principal amount of its 7% 
debentures, duc Jan. 31, 1991. 

—One and a half warrants to purchase Gen- 
eral Host comnion at $45 a share until Jan. 31, 
1979. General Host common closed on the New 
*} York Stock Exchange yesterday at $41.75, off 

75 cents. 

General Host already is the largest single 
Armour sharcholder, with one million shares, 
or 16.5% of the outstanding. 

The exchange offer is subjec. to General 
Host holders’ approvel at a special mecting 
that the comp2ny says will b2 held “in the lat- 
ter part of January.” 

Armour has sail that General Host may 
face antitrust difficulties if it ettempts to gain 
control of Armour. The company’s legal coun- 
sel has sald tha. if General Host takes any role 
other than that of an investor, it will be violat- 
ing the principles of the packers’ consent de- 
cree of 1920 end gencral antitrust laws. 

The packers’ consent’ decree prohibited 
major packcrs from entering into a long list of 
retail food and other consumer businesses. 
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DEFENDANTS' EXHIBIT NO. A-18: 


HOST S-1 FEGISTRATION STATEMENT 
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As Gled with the Secur't'rs and Fauchenre Commission on December 30, 1968 


Registration No. 2- 


SECURITIES AND EXCHANGE COMMISSION 


WASHINGTON, D. C. 20549 
FORM S-1 
REGISTRATION STATEMENT 


Under 
THE SECURITIES ACT OF 1933 


General Host Corporation 


(Exact name of registrant as specified in charter) 


245 Park Avenue 
New York, New York 10017 
(Address of principal offices) 


WILLIAM F. DOWNEY, Ee. 
Lovejoy, Wasson, Lundgren & Ashton 
250 Park Avenue 
New York, New York 10017 
(Name and address of agent for service) 


Copies to: 
GEORGE M. DUFF, JR. Esq. LEWIS D. LOWENPELS, Esq. 
Holtzmann, Wise & Shepard Goldfeld, Charak, Tolins & Lowenfels 
30 Broad Street 711 Fifth Avenue 
New York, New York 10004 New York, New York 10022 


Approximate date of commencement of proposed sale to the public: 
As soon as practicable after the effective date of the Registration Statement. 


CALCULATION OF REGISTRATION FEE 


maximum 
Title of each class of securities Amount being egate Amount of 
being registered registered off price | registration fee 


Warrants oa, amg 31, 1979 
to Purchase Stock at 
$45 per share .......0seceeees 

7% Subordinated Debentures due 
January 31, 1994 .......cceeee 


Common Stock ($1 00 par value 
per share) ......eeeeeeeeeeees 


8,655,000 Wrts 


(1) Based upon the low selling price of Common Stock of Armour and Company on the New York 


Stock Exchange on Decem! 19, 1968 in accordance with Rule 457(¢). 


(2) Such indeterminate number of shares of Common Stock as may be issuable upon exercise of the 
Warrants registered hereunder 


(3) Exercise price of Warrants, in accordance with Rule 457(h). 


The registrant hereby amends this registration statement on such date or dates as may be neces- 
sary to delay its effective date until the registrant shail file a further amendment which specifi- 
tally states that this registration statement shall thereafter become effective in accordance with 
Section 8(a) of the Scurities Act of 1933 or until the registration statement shall become 
effective on such date a the Commission, acting pursuant to said Section 8(a), may determine. 
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GENERAL HOST CORPORATION 


Cross Reference Sheet Furnished Pursuant to Rule 404(c) 


Registration Item Caption in Prospectus 
Distribution Spread .......--sseeeceecsceeseeeeereeuess . 
Plan of Distribution ........6. es eeeeeceeeeereeererees Cover Page; 
The Exchange Offer 

Use of Proceeds to Registrant .......-++ecceeecceesneees The Exchange Offer 

Sales Otherwise than for Cash ..........cseeeeeeseeeees The Exchange Offer 

Capital Structure .......-cccecceecceeneeenrseersrsenes Capitalization 

Summary of Earnings ........-.+-seseereseeeeeeeneeees General Host Corporation 

Consolidated Statement of Income 

Organization of Registrant ........2:::ssceeeeeeseeeeees General Host Corporation 

Parents of Registrant ........0-sseceeceeeseeeeseeerees Principal Shareholders 

Description of Business .......-+.sscsceeeeeeeeseeeeens any and Business of General 

Description of Property .......seesccsereeeseerereeenns oy 0 tae See 

Ovganization Within Five Years .....--.+-+ssseseeseeves . 

Pending Legal Proceedings .......+-++sssesereeererenes Pending Litigation 

Capital Stock Being Registered ......-+++ss+seeseeeeres The Exchange Offer; Description 
of Common 

Long-Term Debt Being Registered .......+++++seseerees The Exchange Offer; Description 
of Debentures 

Other Securities Being Registered ........6-sseseecesees The Exchange Offer; Description 
of Warrants 

Directors and Executive Officers ..........sscceeeeeeees Management 

Remuneration of Directors and Officers ......-.++0++eeees Management 

Options to Purchase Securities ........+-ss+sseeeeeseees Management 

Principal Holders of Securities ........00+eseeeerseeeees Principal Shareholders 

Interest of Management and Others in Certain Transactions Recent History ; Management 

Financial Statements ........00seeecceceeeesereseeneees General Host Corporation and 


of Income 

General Host Corporation and 
Armour and y Pro 
Forma Combined 

Sheets 
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PROSPECTUS 


General Host Corporation 
$346,200,000 7% Subordinated Debentures due January 31, 1994 


8,655,000 Warrants Expiring Janusry 31, 1979, to Purchase 
General Host Common Stock at $45 per share 


THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION 
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


Generel Host Corporation (“General Host”, “General” or the “Company”) hereby offers, subject 
to the approval of its shareholders and upon the terms set forth b-rein under “The Exchange Offer”, 
to exchange General Hi 7% Subordinated Debentures due Janua-y 31, 1994 (“Debentures”), and 
General Host Warrants expiring January 31, 1979 to purchase General Host Common Stock at 
$45 per share (“Warrants”) for any or all of the outstanding Common Stock of Armour and 
Company (“Armour”) tendered in accordance with this Exchange Offer, in the ratio of 


$60 principal a of Debentures 
an 


14% Warrants 
(each warrant to purchase one share of General Common S‘ock) 


for each share of Armour Common Stock. 


If approval of General Host’s shareholders is obtained, General Host wiii accept a‘l shares of 
Armour Common Stock tendered pursuant to the Exchange Offer. With respect to all shares tendered 
prior to the date of such shareholder approval, General Host Debentures and Warrants will be 
delivered on the date of such approval or as soon thereafter as is racticable. General Host Deben- 
tures and Warrants will be delivered daily, as soon as practicable, as shares of Armour Common 
Stock are tendered, after approval of the Exchange Offer by General Host shareholders. 


The Exchange Offer expires 8:00 o’clock P.M., New York time, on January , 1969, unless 
extended by General Host. 


Stockholders of Armour who wish to accept this Exchange Offer should send the certificates for 
the Armour Common Stock they wish to exchange, together with the Letter of Tender and Proxy 
accompanying this Prospectus, to one of the Exchange Agents or Forwarding Agents. 


Allen & Company Incorporated and Kleiner, Bell & Co., Incorporated, as Dealer Managers, have 
agreed to use their best efforts to make arrangements for selecting Soliciting Dealers, including 
themselves, to solicit tenders of Armour Common Stock pursuant to this Exchange Offer. See 
“Solicitation of Tenders” under “The Exchange Offer”. General Host has agreed to pay the Dealer 
Managers 40¢ for each tendered share of Armour Common Stock. In addition, Soliciting Dealers 
who are named by tendering Armour stockholders as having solicited any tender of Armour Common 
Stock will be paid $1.00 for each share of Armour Common Stock so tendered. It is estimated that 
other expenses of General Host in connection with the Exchange Offer may approximate $900,000. 


On January , 1969 the last reported sale price for General Host Common Stock on the New 
York Stock Exchange was $ per share, and the last reported sale price for Armour Common 
Stock on the New York Stock Exchange was $ per share. 


cALLEN & COMPANY KLEINER, BELL & CO., 
INCORPORATED INCORPORATED 
The date of this Prospectus is January , 1969. 
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No person has been authorized to give any information or to make any representation not 
contained in this Prospectus, in connection with offers made by this Prospectus; and any infor- 
mation or representation not contained herein must not be relied upon as having been 
authorized by General Host or any Soliciting Dealer. This Prospectus does not constitute an 
offer of the securities to which it relates in any jurisdiction to any person to whom it is unlaw- 
ful to make such offer in such jurisdiction. Neither the delivery of this Prospectus nor any 
exchange made hereunder shall under any circumstances create an implication that there has 
been no change in the affairs of General Host since the date hereof. 


TABLE OF CONTENTS 


Page Page 
General Host Corporation 3 History and Business of General Host 19 
The Exchange Offer j Re t History : 19 
Terr s and Conditions } Capital Expenditure Program 20 
Expuation Date 3 Food Production and Processing Operations .. 21 
Exchange Agents 4 Convenience Store Operations : 22 
Forwarding Agents ; 4 Tourism Operations oe 24 
Obligation to Purchase All Armour Shares ... 4 Investment in Armour 25 
Fractional Interests ; 4 Principal Shareholders 25 
Delivery of Debentures and Warrants . 5 Comparative Operational Results % 
Methods of Tendering Shares 5 Pending Litiration % 
Tendered Stock 6 ; “a - 
Solicitation of Tenders 6 Description of Common Stock e 
Payment of Expenses ‘ 6 Ma gees 2s 
Federal Income Tax Consequences to Armour Description of Warrants st 
Stockholders Who Tender 7 Description of Debentures 3 
Basis for Determination of the Exchange Offer 7 Legal Opinions . M4 
Antitrust Aspects 06 6s bbesesees oe 8 Experts - 3M 
Other Aspects of the Exchange Offer 8 Opinions of Independent Accountants 35 
Information Concerning Armour 9 General Host Corporation Consolidated Financial 
Effect of Exchange on Armour Stockholders Who Statements % 
Accept Offer . 9 Annex A—Description of Armour and Company A- 1 
Pro Forma Effect of Exchange on General Host Descripti n of Armour’s Business A- 1 
Per Share Earnings teeeeeeees . ¢ Proposed Armour Acquisition Siitsive ae 
Pro Forma Effect of Exchange on General Host Capitalization of Armour A-10 
Book Value Per Share , 1€ General's Stockholdings in Armour . A-10 
Price Ranges of Common Stock Common Stock of Armour A-ll 
General Host Corporation a4 10 Armour Financial Statements A-ll 
Armour and Company P P 10 Armour and Company— 
Capitalization . Dae ? 11 Consolidated Statement of Earnings .... A-12 
x Consolidated Statement of Financial Posi 
Genera Host Corporation and Armour and Com- tions A-13 
pany Pro Forma Combined Statements of Income 12 Consolidated Statements of Capital in Ex- 
General Host Corporation and Armour and Com- cess of Par Value and Earnings Em- 
pany Pro Forma Combined Balance Sheets . 15 ployed in the Business . A-l4 
General Host Corporation Consolidated Statement Notes to Financial Statements ... A-15 
of Income . - pa veteweaseeuews 17 Recent Armour Financial Information . A-22 


IN CONNECTION WITH THIS OFFERING, “HE DEALER-MANAGERS MAY 
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET 
PRICES OF THE DEBENTURES, WARRANTS AND COMMON SHARES OF GEN- 
ERAL AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET. SUCH TRANSACTIONS MAY BE EFFECTED, IN THE CASE 
OF GENERAL’S COMMON SHARES, ON THE NEW YORK AND PACIFIC COAST 
STOCK EXCHANGES OR OTHERWISE, IN THE CASE OF GENERAL'S WAR- 
RANTS, ON A WHEN-ISSUED BASIS AND AFTER ISSUANCE IN THE OVER-THE- 
COUNTER MARKET UNLESS AND UNTIL LISTED ON THE AMERICAN STOCK 
EXCHANGE AND THE PACIFIC COAST STOCK EXCHANGE AND THEREAFTER 
ON SUCH EXCHANGES, AND, IN THE CASE OF GENERAL’S DEBENTURES, ON 
A WHEN-ISSUED BASIS AND AFTER ISSUANCE IN THE OVER-THE-COUNTER 
MARKET UNLESS AND UNTIL LISTED ON THE NEW YORK STOCK EXCHANGE 
AND THE PACIFIC COAST STOCK EXCHANGE AND THEREAFTER ON SUCH 
EXCHANGES. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED 
AT ANY TIME. 


2 


JA 930 


GENERAL HOST CORPORATION 


General Host Corporation was inc *porated as General Baking Company under the laws of the State 
of New York in 1911. The present nam was adopted in April, 1967. The Company's principal executive 
offices are located at 245 Park Avenue in New York City 


Three of the Company's divisions, “Van de Kamp’s” on the West Coast, “Bond” in the East and 
parts of the Midwest and “Eddy” in the Northwest, manufacture and sell complete lines of baked goods, 
including bread, rolls, cakes, pies, sweet goods, cookies, doughnuts and miscellaneous bakery products 
Van de Kamp’s aiso processes and sells frozen convenience foods and specialty items and operates coffee 
shops and restaurants. Another division, “Vernell’s”, manufactures candy which is sold throughout the 
country. See “Food Production and Processing Operations”. 


The Company's “Li'l General” division operates convenience stores, small self-service extended hour 
grocery stores, primarily in the South and Southeast. See “Convenience Store Operations” 


Two wholly-owned subsidiaries, Yellowstone Park Company and Evergla’ss Park Co., Inc., operate 
inns, lodges, restaurants, gasoline service stations and recreational facilities at * . “ »wstone National Park 
in Wyoming and Everglades National Park in Florida, respectively. Both com,” «ies operate under long- 
term concession contracts with the U. S. National Park Service 


Terms and Conditions THE EXCHANGE OFFER 


General Host hereby offers to exchange General Host 7% Subordinated Debentures due January 31, 
1994 (“Debentures”) and General Host Warrants expiring January 31, 1979 to purchase General Host 
Common Stock at $45 per share (“Warrants”) for all of the outstanding shares of Armour Common 
Stock tendered in accordance with this Exchange Offer in the ratio of 


$60 PRINCIPAL AMOUNT OF 7% DEBENTURES AND 1% WARRANTS, EACH 
WARRANT TO PURCHASE ONE SHARE OF GENERAL COMMON STOCK, IN 
EXCHANGE FOR EACH SHARE OF ARMOUK COMMON STOCK. 


The Exchange Offer is conditioved upon approval thereof, and upon an increase in presently author- 
ized shares, by the shareholders of General Host. A meeting of shareholders .o approve the Exchange 
Offer has been ca‘ied for January 20, 1969. Approval has been recommended by the Board of Directors 
of General Host 


The Company intends’to apply for listing ot the Debentures on the New York Stock Fchange 
and Pacific Coast Stock Exchange, and the Warrants on the American Stock Exchange and the Paci‘ic 
Coast Stock Exchange. 


iF SHAREHOLDER APPROVAL IS OBTAINED GENERAL HOST WILL ACCEPT 
ANY AND ALL SHARES OF ARMOUR COMMON STOCK TENDERED PURSUANT TO 
THE EXCHANGE OFFER. 


Expiration Date 


The Exchange Offer will expire at 8:00 o'clock P.M... New York time, on January , 1969, subject 

xtension by General Host for a further period. Any such further period will be terminable by General 

st on not less than 24 hours’ notice delivered to the Exchange Agents. Such date as so extended is 
herein referred to as the “Expiration Date”. 
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Exchange Agents 
The Exchange Agents are The First Jersey National Bank and Union Bank. All correspondence to 
the Exchange Agents s' .uld be addressed as follows: 


The First ‘ersey National Bank (hand deliveries: 1 Exchange Place 

P. O. Box Jersey City, New Jersey 
Jersey City, New ‘ersey 07306 Window 20) 

Union Bank (hand deliveries: 742 South Hill Street 
Corporate Trust Department Los Angeles, California 
P. O. Box 2278 10th Floor) 


Terminal Annex 
Los Angeles, California 90054 


Forwarding Agents 
The Forwarding Agents are 


Republic National Bank of Dallas (hand deliveries: Republic National Bank Building 


Corporate Trust Department Pacific at Ervay Streets 

P. O. Box 2964 Dallas, Texas 

Dallas, Texas 75221 6th Floor) 

Girard Trust Bank (hand deliveries: 1421 Chestnut Street 
Jorporate Trust Department Philadelphia, Pennsylvania 
Philadelphia, Pennsylvania 19101 10th Floor) 

Crocker Citizens Nationa! Bank (hand deliveries: 1 Montgomery Street 
Corporate Trust Division San Francisco, California 
1 Montgomery Street &h Floor) 


San Francisco, California 94126 


Obligation to Purchase All Armour Shares 


General Host will irrevocably accept and will be deemed to have accepted all tendered shares of 
Armour Common Stock as of the later of (a) the date of approval of the Exchange Offer by the share- 
holders of General Host or (b) the date of receipt of the Letter of Tender or an appropriate telegram 
or letter of guaranty by an Exchange Agent or Forwarding Agent, provided that such agent determines 
that the documentation with respect to such shares is complete or that General Host has waived any 
defects. 


Fractional Interests 


No Debenture having a principal amount of less than $100, and no fractional Warrant, will be 
issued pursuant to the Exchange Offer. Instead, each Armour stockholder who accepts the Exchange 
Offer will thereby be deemed to have irrevocably appointed the Exchange Agents his agents to deal 
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with his fractional interests, if any. By indicating upon his Letter of Tender his desire to buy that ad 
tional fraction of a Debenture which will entitle him to a Debenture having a principal amount of $100 
or a multiple thereof, and by indicating upon such letter his desire to buy such additional fraction of 
a Warrant as will entitle him to a full Warrant or to sell the fraction of a Debenture or of a Warrant 
to which he is entitled, the stock ler may have the appropriate traction sold or bought for him If 
no request for the purchase or sale oi a fractional interest is received by an Exchange Agent, the stock 
holder will be deemed to have elected to sell any such fractional mterest Fractional interests purchase 
and sale orders will be effected as soon as practicable trom time to time on the basis of prevailing market 
prices. If the stockholder elecis to sell any fractional interest, the sale price thereof will be remitted to 
him by check promptly after sale by an Exchange Agent. If he elects to buy a fractional interest, 
an Exchange Agent will bill him for the purchase price thereof and, upon receipt of such purchase price, 
a certificate for a Debenture in the amount of $100 or a multiple thereof and/or a certificate for a full 
Warrant will be issued to the Exchange Agent as agent for the stockholder. If a stockholder who eects 
to purchase a fractionai interest fails to remit the purchase price thereof to the Exchange Agent within 
thirty days after being billed, the Exchange Agent may sell such fractional interest for the account of 
the stockholder. All expenses payable in connection with such purchases or sales of fractional interests 
will be borne by General Host 


Delivery of Debentures and Warrants 


With respect to all shares of Armour Common Stock tendered prior to the date of approval of the 
Exchange Offer by General Host shareh.' ters, Gereral Host Debentures and Warrants will be deliv- 
ered on the date of such approval or as soon as practicable thereafter. As shares of Armour Common 
stock are tendered from time to time after such approval, General Host Debentures and Warrants will 
be delivered as soon as practicable on a daily basis. However, in the case of tenders by telegram or 
letter of guarantee, General Host Debentures and Warrants will be delivered as soon as practi able after 
the Letters of Tender and Proxy and tendered certificates relating to such guarantees have been received 
by General Hest. If General Host Warrants or Debentures issued in respect of purchased fractional 
interests are not immediately available for delivery, such Warrants and Debentures will be mailed sepa- 
rately as soon as they are available, but the remaining General Host Debentures and Warrants to which 
Armour stockholders are entitled will be delivered on the basis set forth above. All Debentures will 
be dated as of February _ 1969 and will bear interest from such date. A cash payment in lieu of 


interest will be paid to tendering stockholders from the date the tender ts acce pted prior to February 


1969 


In order to expedite delivery, each tendering Armour stockholder will receive as soon as possible 
after his delivery of Armour stock one General Host Jebenture in a denomination representing the 
aggregate principal a int and one General Host Warrant in a denomination representing the whole 
number of Warrants to which he is entitled under the Exchange Offer, except that a $100 Debenture and/ 
or a single Warrant which may be due in accordance with purchase instructions respecting fractional 


interests will be delivered thereafter, as soon as possible after such purchase has been effected and paid 


for 


Methods of Tendering Shares 


Stockholders of Armour may tender their shares by covupleting and sign. zg the Letter of Tender 


8 
wccompanying this Prospectus and delivering uch Letter of Tender, together with their stock certifi- 
cates, to an Exchange Agent or Forwarding Agent on or prior to the Expiration Date Insured regis 
tered mail, return receipt requested, is recommended if the mails are used. Letters of Tender and stock 
certificates should not be delivered to General Host. Shares will also be deemed properly tendered 
if, (a) prior to the Expiration Date, an Exchange Agent or Forwarding Agent shall have received from 
a commercial bank or trust company in the continental United Stetes, or a member firm of any registered 
national securities exchange or member of the National Association of Securities Dealers, Inc., a letter 
or telegram giving the name of the tendering holder, the number of shares tendered, and guaranteeing 

ut the shares will be delivered to such Agent within eight business days after notice oi .cceptance of 


such tendered shares, and that such shares will be accompanied by a properly executed Letter of Tender 
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relating to such shares (in which case, subject to subsequent compliance wah clause (b) below, the shares 
to which the letter or telegram relates shall be deemed properly tendered as of the later of the date of 
approval of the transaction by the shareholders of General Host or the date of rex eipt of the letter or 


telegram) ; and (b) such agent shall have in fact received the Letter of Tender and tendered certificate 


or certiicates within eight business days after notice of acceptance of the tendered shares 
Tendered Stock 

All tenders of stock of Armour are irrevocable. No variation in the terms of the I xchange Offer is 
presently contemplated However, circumstances may arise undei which the terms of the offer may be 
mereased. Among the factors that might have a bearing on any decision to vary the terms of the } xchange 
Offer would be changes in market conditions and competitive bids for Armour stock, neither being pres- 
ently predictable. In the event that Armour changes its business structure thre ugh the spin-off of assets 
or subsidiaries or similar actions, exchange offers may be made ix respect of such spun-off ets or sub 


sidiaries. If for any reason the terms of the offer should be increased, the terms of this Exchange 
Offer will be deemed amended so that all Armour holders tendering their shares pursuant to this 
Exchange Offer wil! receive any such increase, whether tenderit g betore or after any such increase 


t be cured within such time as General 


Any irregularities in connection with the tender of shares mu 


Flost shall determine, unless waived by General Host i its sole discretion All tendered stock which is 
not in acceptable form for tender will be returned, without cost, by the Exchange Agents or Forwarding 
Agents to the appropriate tendering stockholder as soon as practicable 

The Letter of Tender contains an irrevocable »-oxy in favor of General Host's nominees authorizing 
the voting, at any annual or special meeting of Armour stockholders, of tendered shares which are 
accepted prior to the date of such meeting, as well as an irrevocable special power of attorney to receive 
all future dividends and other rights and benefits and to execute from time to time one or more further 
proxies in favor of a nominee or nominees of General Host such proxies and power of attorney are 


solely for the purpose of vesting General Host with the fill benefits of beneficial ownership of such shares 
pending the recording of the transfer of such shares on the books of Armour 
Solicitation of Tenders 

Allen & Company Incorporated and Kleiner, Bell & Co., In porated, as Dealer Managers have 
entered into an agreement with General Host a copy of whici, is filed as an exhibit to the Registration 
Statement, whereby they have agreed to use their best efforts to make arrangements for selected securities 
dealers (“Soliciting Dealers”), including themselves, to solicit exchanges pursvani. to the Exchange 
Offer. As compensation for such services, General Host will pay to the Dealer Managers a fee of 40¢ 
for each share of Armour Common Stock tendered in accordance with the Exchange Offer, to be shared 
equally between them. No fees will be paid with respect to shares tendered after the I xpiration Date 
In addition, The Kissel-Blake Organization, Inc, has been retained to assist in the solicitation of tenders 

Soliciting Dealers, including the Dealer Managers when they act as such not including The 
Kissel-Blake Organization, Inc 
tendered in accordance with the Exchange Offer, but only if, with the approval oi the tendering stock 


, will receive a fee of $1.00 for each share of Armour Common Stock 
holder, the name of such Soliciting Dealer has been inserted in a duly executed Letter of Tender in 
recognition of the Deal services in effectuating the exchange and if such fee, in the orinion of 
General Host’s counsel, may legally be paid. No fees will be paid to Soliciting Dealers if the } xchange 
Offer is not consummated 

The Soliciting Dealers, including the Dealer Managers, and The Kissel-Blake Organization, In 
may be deemed to be underwriters within the meaning of the Securities Act of 1933. The Dealer 
Managers Agreement provides that General Host will indemnify the Soli iting Dealers, iicluding the 
Dealer Managers, against certain civil liabilities, including liability under the Securties Act of 1933 


Payment of Expenses 

The expenses to ': incurred in connection with the Exchange Offer, including the fees of the 
Exchange Agents, Fre warding Agents and Kissel-B ake Organization, Inc. (which has been retained 
for a fee of $10,000 plus expenses estimated at $25,000 to assist in tle solicitation of tenders), printing, 
accounting and legal fees, fees for registering the Debentures and Warrants (and shares of stock issuable 
pursuant to the Warrants) under Federal and state securities laws, stock transfer taxes, and miscellaneous 
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other items, will be paid by General Host. Such expenses cannot be estimated with accuracy because of 
the variable factors involved; however, if all shares of Armour common stock were tendered, it is 
estimated that such expenses may be approximately $900,000. In addition General Host has agreed to 
pay the fees and expenses of the Dealer Managers and Scliciting Dealers as set forth above under “Solici- 
tation of Tenders”. 


Federal Income Tax Consequences to Armour Stockholders Who Tende: 

General Host has received an opinion from its counsel, Messrs. Lovejoy, Wasson, Lundgren & 
Ashton, that as to each Armour stockholder who exchanges shares of Armour Common Stock for Deben- 
tures acd Warrants pursuant to the Exchange Offer: 


(a) Such Armour stockholder will realize gain or loss for Federal income tax purposes. 


(b) Gain or loss realized will be capital gain or loss if the stock of Armour exchanged is a 
capital asset. The gain or loss will be long-term or short-term, depending on whether such stock 
has been held for Federal income tax purposes for more than six months. 


(c) Any Armour stockholder in whose hands the Armour Common Stock is a capital asset 
and who realizes a gain by acceptance of the Exchange Offer may »y proper election postpone the 
Federal income taxation of such gain by reporting the exchange on the installment basis under 
Section 453 of the Internal Revenue Code, if the consideration received by him on the exchange 
exceeds $1,000 and the value of the Warrants received by him under the terms of the Exchange 
Offer in the vear in which the exchange takes place does not exceed 30 per cent of the selling price 
under ine Exchange Offer of such Armour Common Stock. Based on values at the effective date 
of the Exchange Offer the value of Warrants received by Armour stockholders may exceed 30 per 
cent of the selling price under the Exchange Offer, in which case installment basis treatment would 
not be available. Any Armour stockholder who elects the installment basis should report as gain 
in any taxable year that portion of the payments received in that year (including, in the taxable year 
in which the exchange occurs, the fair market value of the Warrants on the date of exchange) which 
the total gain bears to the total value of the selling price. If such Armour stockholder disposes of 
his Debentures (within the meaning of Section 453(d) of the Code), he will realize gain or loss in 
the taxable year of such disposition. 


(d) Any Armour stockholder who cannot or does not elect to report his gain on the installment 
basis will realize gain or loss in the taxable year in which the exchange is made measured by the 
difference between (i) the fair market value of the Debentures and Warrants on the date of such 
exchange, and (ii) his cost or other basis for the Armour stock exchanged. 


Counsel has expressed no opinion with respect to the Federal income tax consequences of the 
Exchange Wffer to stockholders of Armour who are dealers in securities or are otherwise ineligible for 
capital sain or loss treatment or who ave members of special classes of taxpayers under special pro- 
visions of the “ode. in addition, counsel has expressed no opinion with respect to the Federal income 
tax consegue. css to Armour «ockholders of any original issue discount on the Debentures. There is 
no clear authority as to whether discount can exist where debentures are issued in exchange for com- 
mo: stock. Under the proposed Regulations promulgated by the Treasury Department under Section 
1232 of the Code, no original issue discount would exist if discount is less than % of 1 per cent of 
the redemption price of the Debentures at maturity multiplied by the number of complete years to maturity. 
It is impossible to determine whether the proposed Regulations will become effective in their present 
form. 


For further information regarding the Federal income tax consequences of the Exchange Offer, 
Armour stockholders are advised to consult with their own tax advisors. 


Basis for Determination of the Exchange Offer 

In arriving at the Exchange Offer, General Host has taken into consideraton the relative finan- 
cial positions and recent operating results of General Host and Armour and the businesses of each. 
Consideration was also given to the market values of their securities. None of the Debentures or War- 
rants to be issued ir: the Exchange Offer are outstanding and therefore there is no established market 
for them. 
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In August, 1968, General Host purchased 150,000 shares of Armour stock from Gulf & Western 
Industries, Inc. (“Gulf & Western”), and received an option from Gulf & Western to purchase an additional 
600,000 shares of Armour. General Host paid $56 per share for the 150,000 Armour shares and issued to 
Gulf & Western a ten-year warrant to purchase 175,000 shares of General Host’s Common Stock at $30 
per share. The number of shares subject to the warrant have since increased to 184,405 and the warrant 
exercise price has been reduced to $28.47 per share pursuant to the antidilution provisions of the 
warrant. In October, 1968, General Host exercised its option and purchased the 600,000 shares of 
Armour from Gulf & Western at a price of $60 per share. Subsequently, General Host purchased an 
additional 252,500 shares of Armour stock in the open market at varying prices which averaged $58.74 
per share. Presently General Host owns 1,002,500 shares of Armour stock representing approximately 
16.5% of the total outstanding. 

Antitrust Acpects 

The United States Department of Justice in August, 1968 requested General to furnish information 
regarding iis purchases of Armour stock and the Company responded to this request. Counsel for 
General have conferred from time to time with the Department of Justice in connection with General's 
purchases of Armour stock and the Department has been informed of the proposed Exchange Offer. 
A 1920 Packers’ Consent Decree to which Armour is subject forbids Armour from engaging in a 
number of businesses, and General is engaged in some of these businesses. General is not a party to 
this Packers’ Consent Decree, but it is possible that a court might construe the Decree to restrict 
General’s control of Armour. Tie Department of Justice has indicated to General that in its view the 
acquisition of control of Armour by General under present circumstances would violate this Decree. 
Acccrdingly, it may become necessary or desirable for General to modify, dispose of, or agree to dispose 
of, a substantial part of its assets and businesses. Further discussions between the Company and the 
Department are presently being held on this matter. Any disposition by General of any pe-'‘on of its 
assets would be made only to the extent that management, upon advice of legal counsel, deems appropriate 
in the light of any action that may be taken by the Department of Justice or by a court. The assets 
or businesses, if any, which under some possible adverse interpretation of the decree General might be 
required to modify or divest could include some or substantially all of its food production and processing 
operations. In the first 40 weeks of fiscal 1968 sales of the food production and processing divisions 
were approximately 73% of the Company’s sales, and at present the assets of the food production and 
processing divisions would constitute approximately 32% of the total assets. In addition, General may 
find it necessary or expedient to somewhat modify the product line carried in its convenience stores. 


Other Aspects of the Exchange Offer 


General Host reserves the right in its sole discretion, (a) to make offers subsequent to the expira- 
tion of the Exchange Offer for shares of Armour Common Stock on a cash or exchange-of-securities 
basis or a combination thereof, by merger, or otherwise, which offers could differ in terms from the 
Exchange Offer described herein; and (b) prior to the date the Registration Statement becomes effec- 
tive, to enter into firm arrangements for the acquisition of Armour Common Stock by purchase in the 
open market at prevailing market prices or through negotiated purchases, or by concluding arrange- 
ments for the sale and delivery of securities, including the Debentures and Warrants (subject to necessary 
shareholder approval and approvai of counsel as to certain legal matters), to the sellers of any such 
Armour Common Stock so acquired. 

In the event that, as a result of the acquisition of shares of Armour, the Investment Company Act 
of 1940 should or might become applicable to General Host, General Host wouid take appropriate steps 
seeking to render that Act inapplicable or to obtain exemption from its provisions, or to comply with 
such Act. 

The acquisition of a majority of the Common Stock of Armour will be accounted for as a purchase. 
Price Waterhouse & Co., the Company’s independent accountants, have reviewed the foregoing accouat- 
ing treatment and approved it as being in accordance with generally accepted accounting principles. 
See Note 1 to the Pro Forma Combined Balance Sheets included elsewhere herein. 

The proceeds to General Host from any exercise of the Warrants will be used for general corporate 
purposes, which may include improvement or expansion of existing facilities, acquisition of new facilities 
or businesses, and retirement of debt. 
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Information Concerning Armour 


See Annex A to this Prospectus for information coucerning Armour and the financial statements 
of Armour. General Host has requested information from Armour for use in connection with the 
Exchange Offer. To date Armour has declined to supply such information although it has indicated 
that such information may be available at a future date. Consequently, except as otherwise indicated, 
all information relating to Armour, including but not limited to financial statements and statistical 
material, is based upon published information, including information filed with the Securities and 
Exchange Commission. Suca Commission does not approve, disapprove or pass upon the accuracy 
of such information. Except as stated herein, the latest such information included was, as to 
audited financial statements, as of and for the year ended October 28, 1967 and, as to unaudited 
financial statements and non-financial data, that information available at December 28, 1968. Except 
as stated herein, any other information regarding Armour was either not available to General Host or 
available only at the cost of unreasonable effort and expense. Although the information concerning 
Armour has been taken from public records and other sources believed by Genera! Host to be reliable, 
General Host cannot warrant the accuracy or completeness of the information concerning Armour con- 
tained herein or that events, unknown to General Host, have not occurred which would affect the 
significance or accuracy cf such information. If Armour releases significant financial data differing in 
material effect from that presented herein before or during the course of the Exchange Offer General 
Host will amend or supplement this Prospectus. 


EFFECT OF EXCHANGE ON ARMOUR STOCKHOLDERS 
WHO ACCEPT OFFER 


Armour has been paying dividends on its Common Stock at an annual rate of $1.60 per share during 
its last 17 fiscal quarters, There would be $4.20 in annual interest payable on the $60 principal amount 
of 7% Debentures proposed to be exchanged for each Armour share. 


The per share book value of Armour (undiluted) at October 28, 1967 was $38.75. Reflecting the 
following transactions in 1968 which have been publicly announced : exercise of options, sale of the Agri- 
cultural Chemical Division, purchase of its own shares, sale of a minority interest in Armour-Dial, earn- 
ings and dividends (see Annex A for published details) the Armour per share book value would be 
$40.98 at November 2, 1968. Under the Exchange Offer, $60 in principal amount of Debentures would 
be exchanged for each Armour share. 


In addition, Armour stockholders would have the opportunity to participate in any possible future 
increases in the market value of General Host’s stock through the 114 Warrants to purchase General 
Host’s stock at $45 also to be exchanged for each Armour share. 


PRO FORMA EFFECT OF EXCHANGE ON GENERAL HOST 
PER SHARE EARNINGS 


General Host pro forma net income for the unaudited 52 weeks ended October 5, 1968, amounted 
to $1.12 per share based on average shares outstanding of 4,179,748 (including the common share 


equivalen: of the 5% convertible subord* notes of 1,755,555 shares). There is no way to deter- 
mine the extent to which Armour stock e exchanged for the Debentures and Warrants offered. 
However, combining General Host oper: or the 52 weeks ended October 5, 1968 and Armour 


operations for its fiscal year ended November 2, 1968, General Host’s pro forma income before extraor- 
dinary items would range from a high of $3.42 per share if Armour is 100% owned to a low of $.28 
per share if Armour is only 40% owned. After giving effect to extraordinary items, consisting primarily 
of Armour’s $13,215,000 non-recurring loss incurred in the disposition of its domestic Agricultural 
Chemical Division in 1968, General's Host’s pro forma net income (loss) would range from a high of 
$.55 per share if Armour is 80% owned to a low of ($.57) per share if Armour is 60% owned. Sée 
“Pro Forma Combined Statements of Income”. 


+ 


PRO FORMA EFFECT OF EXCHANGE ON GENERAL HOST 
PER SHARE BOOK VALUE 


Book Value 


Assuming Full 
Dilution(2) 


Pro Forma(!)(3) 
Assuming 16.5% ownership of Armour ......... $20.02 
Assuming 40% ownership of Armour .........- $24.23 
Assuming 60% ownership of Armour .......... $27.57 
Assuming 80% ownership of Armour .......... $30.91 
Assuming 100% ownership of Armour ......... $34.26 


$20.39 
$24.34 
$27.47 
$30.60 
$33.74 


(1) Represents book value at October 5, 1968, adjusted to give retroactive effect tc 
conversion of the 5% convertible subordinate notes and issuance of Ceneral’s 7% 


subordinated debentures and warrants 


(2) Represents book value at October 5, 1968, adjusted to give retroactive effect to the 
transactions referred to in (1) above and the exercise of the ten year warrant 


issued to Gulf & Western Industries, Inc. and outstanding enrployee stock 
sh 


Opts 


(3) Included in the pro forma book value are unamortized bond discount and excess of 


cost of investment in Armour over equity in net assets of $4.21 per share 


$29.23 at 60%, $39.78 at 80% and $50.34 at 100% 


PRICE RANGES OF COMMON STOCK 
General Host Corporation 


The following table sets forth the closing price renges of General Common Stock on the New 


York Stock Exchange during each of the last three calendar years: 


Year High 
1966 
ASE QUATIEE Gonos a ene cee’ Cet eri 23% 
PAG QUATIET 2 ccc secedie seco ances ches 21Y 
SE QUOTE ong os cc cies eects cee senees 1854 
Mth quarter ......ccccceccccccccecces 17% 
1967 
TE GUATIET sda eccinteceen cnt eae rhe seas 22% 
Arid QUATET oc. ees cccccctsencsegsces 35% 
WE QUATIEE oa si ha pe wicceeceetcrss secs 407% 
Mth quarter ......cccccccescccccccenes 39% 
1968 
Fak GUATIET iis vires cscs ascwetas 3 eness s 37% 
Dish GATT hia a bcs seep 5resi8 Ns 2019.9 60 33% 
Sed QUATIET 2. cc ccccccctusacccccccenss 35% 
4th quarter through December 27 ....... 45 


On December 27, 1968 the reported closing price per share of General Common Stock was 4044 


Armour and Company 


The following table sets forth the high and low selling prices for Armour Common Stock on the 


New York Stock Exchange during each of the last three calendar years: 


Year High 
1966 : 
Ist quarter ......cccccccccssccsccccece 48 
And quarter ....ccccvecccccscsccvccess 47% 
Srd quarter .....cccccccsccssccccccces 37% 
4th quarter .......ccceccccecercecvecs 34 
1967 : 
Ist quarter .....--ceeseceeececccercess 39 
2nd quarter .....ccceeeeesscccvecceess 36% 
Srd quarter .....cccscssssccccscccccss 407% 
Mth quarter ......--cee cece ececevees 37% 
1968 : 
Ist quarter .........-sccceecscecceeees 46% 
2nd quarter ....... eee ee eee eeeeeees 52% 
Srd quarter .......ccecccccccccccccees 50 
4th quarter through December SRN ee HAM 


at 40%, 


Low 


144% 


Low 


42% 
35% 
28% 
26% 


31 
32 
35% 
32% 


32% 
34% 
44 


The reported closing price per share of Armour Common Stock on December 27, 1968, was 59%. 
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CAPITALIZATION 
Historical Pro Forma Aseuming Armour is 
Genera! Host _ —— ERRATA ot 
Corpora tion 40%, oe 80% 100% 
November 30, 1968 Owned Owned Owned Owned 
General Host 
Long-Term Debt(1) : 
Company : 
SGT OB 0 isc visctaeresenr tase $ 9,400,000 $ 9,400,000 $ 9,400,000 $ 9,400,000 $ 9,400,000 
6% Cumulative Income Subordinated 
Debentures due 12/1/90 ......... 9,134,400 9,134,400 9,134,400 9,134,400 9,134,400 
Notes Payable banks due 1968-1973 4,750,000 4,750,000 4,/50,000 4,750,000 4,750,000 
5% Subordinate Convertible Notes due 
NT ERC eee .... 47,400,000 $7,400,000 47,400,000 47,400,000 47,400,000 
3ank loans (3) Sew aenine 14,000,000 14,000,000 14,900,000 14,000,000 14,000,0°9 
MUROGScscaScakokes’ ssa neil 980,402 980,402 980,402 980,402 980,402 
7% Subordinated Debentures (2) 102,360,000 183,660,000 264,900,900 346,20¢ 000 
Subsidiary Notes whe able to banks 
due 1968-1969 . : : 340,009 440,000 340,000 9,000 340,000 
Other Subsidiary Debt 3% to 6% ... 695,431 695,431 695,431 695,431 695,431 
Armour 
Long-Term Debt: 
First Mortgage Sinking Fund Bonds .. - 20,286,000 20,286,000 20,286,000 
Notes Payable—Banks (4) ........... - — 60,000,000 60,000,000 60,000,000 
Equipment lease obligations .......... — _— 9,483,104 9,483,104 9,483,104 
5% Cumulative Income Subordinated 
Debentures due 11/1/84 . a3 3 : _ — 51,009,520 51,009,520 51,000,320 
ROG etcaunnicees errerieeey, goo re $189,060,233 $411,138,857 $492, 378, 857 $573, 678; 857 
Capital Stock: 
General Host Common Stock $1 por 
value (5), (6) and (7) ; ...> 2,550,872 $ 2,550,272 $ 2,550,872 $ 2,550,872 $ 2,550,872 
General Host capital in excess of par 
8 ATE SPT TET TOT TR PTR Ore rere 14,298,998 32,366,000 46,715,000 61,054,000 75,403,000 
Armour and Company $4.75 © referred 
Stock ($100 Cir WORD os ici xckaxs _ _ 52,625,200 52,635,200 52,635,200 


(1) aan silies long-term debt due within one year. 


(2) 7% Subordinated debentures which are to be issued in exchange for Armour stock at the rate of $60 principal araount 
plus 1% warrants per Armour share. The debentures will be due January 31, 1994. 

(3) Amount taken down on a $20,0%,000 loan agreement entered » on November 1, 1968. Interest is 1% above the 
prime rate. 

(4) Armour borrowed funds under a 1966 revolving bank credit agreement. Interest is at the prime rate. On April 1, 
1969 Armour may convert any portion of this debt into 5% term notes payable in eight equal semi-annual installments 

» April 1, 1973. 
(5) Exciaudes 63,000 shares in treasury at a cost of $2,240,000 


(6) A proposal amend the certificate of incorporation by increasing the authorized number of shares of common stock 
of the company from 10,000,000 shares to 30,000,006 shares has been submitted to « special meeting of shareholders 
heduled for January 20, 1969. The company also has 1,000,000 shares of Preferred Stock $1 par va'ue authorized, 

none of which are outstanding 


) The number uf warrants to purchase General Host Corporation comm : stock to be issued under the above assump- 
tions and the proceeds to be received from the exercise thereof are as follows 


% oK Br% 100%, 
Number of warrants ............cccesce 2, 559, 000 4,592,000 6,622,000 8,655,000 


Proceeds ..... 


rieesndes oul 15, 155, 000 $206,640,000 $297,990,000 $389, 475, 000 
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GENERAL HOST CORPORATION 
ARMOUR AND COMPANY 


PRO FORMA COMBINED STATEMENTS OF INCOME 


(unaudited) 

The following unaudited pro forma statement combines the operations of General for the 52 week 
period ended October | ive effect to certain transactions occurrmg subsequent to 
October 5, 1908 as set fort Note | o wth those of Armour for the year ended November 2, 1968 
The information relating to Armotr lies been abt ined from the December 2, 1968 issue of the Wall Street 
Tournal. See “Annex A” elsewhere herem. This statement assumes the issuance for each share of 
Arnwar's common stock acquired, of $00) principal amount ot General's 7% subordinated debentures 
due January 31, 1904 plus 1! warts expiring january 31, 1979 to purchase General common 
stock. See “Description of Deberntere id “Deseription of Warrants” elsewhere hereim fnasmuch 
as there can be no assurance of the estent to which the Armour shares will be exchanged tor the 
Gseneral delmuatures and warrant tl ternent ives cllec . the assumptions that General acwuires 
40%, GO%, 80% and 100% of the outstanding common stock Armour. This statement should be 
read in conjunction with the fiianermal statements ot the respective companies included elsewhere herem 

General Host Pro forma General Host Corporation 
Armour and Corporation aseuming “. mour is 
Company Pro fF -rma 
(Historical) (inte t) 49% owned OF ow nad wr owned 10% owned 
Stated in thousends of dullars) 
Sales sees ‘ $2,090,400 $ 202,039 02,39 $2,298,439 $2,298,4.9 $2,298,439 
Costs amd expenses "OR : 1 asl 203,520 2,260,938 2,266,787 2.272,(A0 
Minority interest ere ee anne 11,875 7,187 2,500 
Taxes on income Pere 221% 8 (280) 22,952 13,220 10,130 
P07 1156 al 203,40 2,295,765 2,287 194 2,285,270 
Income (loss) before extraordinary 
items 5 »S 2M 17 (1,201) 2674 71,245 13.169 
Extraordinary items, net of related 
taxes and minority imterest (14,215) 17 17 (7,Al2 (10.055) (12.698) 
Pro forma net income (loss) 12,029 5, WO (684) (4,738) 1,190 71 
Dividends on preferred shares 2,500 
Pro forma income (loss) ar plicabh 
to common stock . $ 9 529 $ 3,307 $ ORA) $ (4,738) $ 1,199 $ 471 


Income (loss) per share 


Income (loss) before extraordi 


nary items $ 3.15 $ 1.00 
Extraordiar, items ; (1.83) 12 
Net income (loss) $ 1.32 $ 1.12 
Pro forma mecome ) per share 
Income (loss) «sore extraor- 
dinary item ? oa $ 2 $12 $ 2.% © 342 
Extraordinary items ‘ 12 (1.77) (241) (3,04) 
P-. forma net income (loss) ... $ 40 $ (.57) $ S&S $ 38 


The amounts included above for pro forma General Host Corporation assuming Armour is 60% owned, 
80% owned and 100% owned do not include any amounts for amortizction of the estimated excess of the 
purchase price over the net assets of Armour acquired of $97 904,000, $!22,576,000 ana $153, 208,000, respec- 
tively, because th. Coinpany does not have sufficient inform - at this time to make any allocation of 
such excess. Whe: such allocation can be made, it is inten that the excess will be allocated among 
Armour's assets based on their present vaiues. To the extent such allocation is made to depreciable or 
arortizable assets, increased depreciation and amortization could have a r.aterial effe<t on future earnings 
of General Host Corporation. 


NOTE 1: 
The General Host Corporation pro forma column represents the historical operations of the company for «ne 

§2 week period ended October 5, 1968, adjusted to give retroactive effect for the full year to 

(a) The issuance in October 1968 of $47,400,000 of 5% convertible subordinate notes, due 1988, and the use of the pro 
ceeds to purchase 750,000 shares of Armour common stox » 

(b) The $14,000,000 bank loan ir November 1968 and the use of the proceeds to purchase 252,500 shares of Armour 
common stock 
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GENERAL HOST CORPORATION 
ARMOUR AND COMPANY 


NOTES TC PRO FORMA COMBINED STATEMENTS OF INCOME 


NOTE 2: 
The following pro forma adjustments are given effect to in the above pro forma hined s_atements of income: 
General Host General Host Corporation assuming Armour is 
Corporation 
(Pro Forma) 4% owned 0% owned 80% owned 100% owned 
Net income of General Host for unaudited 52 (Stated in thousands of dollars) 
weeks ended October 5, 1968 $3,628 $ 3,628 $ 3,628 $ 3,628 $ 3,628 
Add 
Dividend income (a) . 7 P ; 1,604 4,334 
Net income of Armour (b) eae Sid ate — 12.72? 12,722 12,722 
§,232 7,962 16,3 16,350 16,350 
Deduct 
Interest expense (c) Pepe 3,420 10,789 16,642 22,491 23,4 
Minority interest in net income of Armour (d) 6,589 4,544 2,500 
Income tax effect of above adjustments ..... (1,495) (2,143) (2,143) (11,875) (14,965) 
1,925 8,646 21,088 15,160 15,879 
Pro forma net income (loss) ....... chitvead $3,307 $ (694) $(4,738) $ 1,190 $ 471 
a) Represents dividends on 1,002,500 and 2,709,000 shares, respectively. of Armour common stock at an assumed annual 
lividend rate of $1.60 per share. Although the assu 1 rate of $1.60 per share reflects Armour's actual dividend 
policy during its last seventeen fiscal quarters, the company | no control over Armour’s dividend policy and there 
is no assurance that this policy will be continued 
(b) Represents Armour’s reported net income for the year ended November 2, 1968 the amount of $12,029,000, 
adjusted to give effect to the estimated annual interest sav net of tax, of $693,000 resulting from the 
assumed conversion of Armour’s 414% convertible subordinated debentures at the beginning of the period. See 


Note 4 to the pro !orma combined statements of income 


(c) Represents interest expense for a full year on the following 


(1) The 5° convertible subordinate notes of General issued in October 1968 and the $14,000,000 bank loan in 
November, the proceeds of which were used to acquire shares of Armour common stoc} 


(2) The 7% subordinated debentures of General which will be issued in exchange for Armour stock at the rate of 
$60 principal amount plus 144 warrants expiring January 31, 1979. Interest expense for the 7% deber s includes 
1 full year’s amortization of the estimated original issue discount on the 7% subordinated debenture iputed by 
the “interest” method. The aggregate amount of the original issue discount is estimated to be $61,104,000 on the 


100% owned basis and the amortization thereof computed by the “interest method”, will gradually increase from 


(d) Represents the minority share of Armour's net income plus the $2,500,000 annual dividend on the °26,352 shares 
of Armour $4.75 preferred stock outstanding 


NOTE 3: 

No pro forma adjustment has been made to reflect amortization of the excess of the purchase price over the net 
asset of Ar t juired because the mnpany Joes not have ufliment information to make any allocation of such 
excess 
NOTE 4: 


In determining the number of shares of Armour which would have to be acquired to attain the various levels of 
ownership reflected in the pro forma combined balance sheets and statements of income, it was assumed that the Armour 
4%4% convertible subordinated debentures outstanding at October 28, 1967 were converted into common stock of Armour 
at that date and that the Armour stock options outstanding at October 28, 1967 were exercised at that date and the 


proceeds used to acquire Armour common stock for the treasury at the current market price 
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If the debentures and st yptions were assurned not to have bee: converted and exercised and, accordingly the 
related shares not tendered in the exchange offer, pro forma ret income on the 100% owned basis would be increased by 
approximately $485,000, representing the reduction in interest expense, net of related taxes, on the 7% subordinated 
debentures of General not issued. 


NOTE 5: 
The Armour and Company (Historical) earnings per share are based on the weighted average shares of Armour 


outstanding dur t year ended November 2, 1968 


The pro forma earnings (loss) per share are based on the average number of shares of the company's common stock 
outstanding during the 52 weeks ended October 5, 1968, after giving retroactive effect to (1) the shares issued in exchange 
for the stock of Li'l General Stores, Inc. on July 19, 1968 and (2) the common share equivaient (1,755,555 shares) of the 
company’s 5% convertible subordinate notes issued in October 1968 


A “residual security”, as defined by the Accounting Principles Board of the American Institute of Certified Public 
Accountants, is one which clearly derives a major portion of its value from its conversion rights or its common stock 
characteristics. Under this definition, the company’s 5% convertible subordinaie no'es were not residual securities at 
the time of their issuance, However, as defined by the Securities and Exchange Commission, a security is “residual” ii, 


at the time of issuance, the terms are such as to result in immediate material dilution to pro forma earnings per share, 
assuming version, whietl or not a majority of its value may be derived from its conversion rights. Under thi. 
definition, the cory % convertible subordinate notes are “residual” securities and, accordingly, their common share 
equivalent has been bined with the average shares outstanding in computing pro forma earnings (loss) per share 
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GENERAL HOST CORPORATION 
ARMOUR AND COMPANY 


PRO FORMA COMBINED BALANCE SHEETS 


(unaudited) 


The following unaudited pro forma balance sheets combine th: accounts of General at October 5, 
1968, adjusted to give effect to certain transactions occurring subsequent to October 5, 1968 as set forth in 


Note 1 hereto, with those of Armour at October 28, 1967 a t forth in Armour'’s Consolidated Statement 
of Financial Position included elsewhere herein. This represe the latest date at which such information 
is available for Armour. See “Annex A” elsewhere herein. inasmuch as there can be no assurance 


of the extent to which the Armour shares will be exchanged for General’s debentures and warrants, this 
statement gives effect to the assumptions that General will acquire 409%, 60%, 80% and 100% of the 
outstanding common stock of Armour. This statement should be read in conjunction with the financial 


statements of the respective companies ie luded elsewhere herein 
Armour and General Host 
Company Corporation Pro Forma General Host Corporation assuming Armour is 
October 24, Pro Forma 
1967 (Note 1) 40% owned OR o ved 80% owned 180% owned 
(Sta\.d tn thousands of — oflars) 
ASSETS 
Curren: agsetS ....scccecccecesesses $401,263 $ 41,132 $ 41,132 $368,915 $368,915 $258,915 
Investrnent in Armour and Company 60,347 162,707 - — _ 
Other investments .........006e000. 67,176 1,193 193 68,369 68,369 68,369 
Property and plant ......-...-see00+ 211,0lu $1,139 41,139 252,149 252,149 252,149 
Deferred charges .....sssseesececes 12,528 1,455 1,455 13,983 13,983 13,983 
Unamortized bend discount ......... 17,363 32,050 46,227 0,414 
Excess of cost of investment in 
Armour over equity in net assets 92,004 122,576 153,208 
Total assets .....ccececceeee $691,977 $145,266 $265,48° $827,470 $872,219 $917,038 


LIABILITIES AND 
STOCKHOLDERS’ ECUITY 


Current liabilities ..........0s0ses00s $121,799 $ 14,974 $ 14,974 $135,994 $135,994 $135,994 
Long term debt ....ccsccceccccccces 168,354 90,967 90,967 226,675 226,675 226,675 
7% Subordinated debentures ........ _ 102,360 183,660 264,900 346,200 
Reserves and deferred credits ....... 55,795 1,770 1,770 57,565 57,565 57,65 
Minority interest in subsidiary ...... . - — 101,336 50,668 — 
345,948 107,711 210,071 +~=—=—(705,230 735802 766,434 


STOCKHOLDERS’ EQUITY 


Preferred stock .......cccseeceevees 52,635 — — 52,635 52,635 $2,635 
COmUnen GOOCH occcccccccsccccccccecs 37 862 2,551 2,551 2,551 2,551 2,551 
Capital in excess of par value ....... 127,909 14,299 32,366 46,715 61,054 75,403 
Retained earnings ........--+seeeees 127,623 22,945 22,741 22,579 22,417 72,255 
446,029 39,798  —«87,658 124,480 138,657 152,844 
Leas: cost of treasury sock ........ — 2,240 2,240 2,240 2,240 2,240 
Total Stockholders’ Equity.. 346,029 97555 Ss SS,418 122,240 136417 —-150,604 

Total Liabilities and Stockholders’ 
ORS Sons cxsdcsnnctacesivicseus $691,977 $145,266 $265,489 $827,470 $872,219 $917,038 
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GENERAL HOST CORPORATION 
ARMOUR AND COMPANY 


NOTES TO PRO FORMA COMBINED BALANCE SHEETS 


NOTE 1: 


The General Host Corporatior forma lumn represents the financial position of the company at October 
1968, adjusted to give retroactive effect t 


(a) The issuance by the company in October 1968 of $47,406,000 of 5% convertible subordinate notes, due 1988, 
and the use of the proceeds to purchase 750,000 shares of Armour common stock 


(b) The company’s $14,000,000 bank loan in November 1968 and the use of the proceeds to purchase 252,500 shares 
of Armour common stock 


NOTE 2: 


If after the proposed exchange General owns 50% or less of the outstanding common stock of Armour, the accounts 
of Armour will not be consolidated with those of General and the shares owned by General will be carried in its accounts 
as an investment, at cost. If after the proposed exchange General owns more than 50% of the outstanding common 
stock of Armour, the accounts of Arniur will be consolidated with those of General. The acquisition of more than 

1% of the common stock of Armour will be accounted ra purchase No allocation has been made of the excess of 
the purchase price over the net assets of Armour acquired | ecause the Company does not have sufficient information to 
make such an allocation. ".cpenses relating to the acquisition by General of the Armour shares assumed to have been 
acquired have not been reflected in this pro forma balance sheet. Such expenses, when incurred, will be treated as an 
additional cost of General’s investment in Armour and, accordingly, would increase the excess of purchase price over 
underlying ne’ v.0ok value 


NOTE 3: 
The following pro forma adjustments have been given effect to in the above statement: 


(a) The sale in October 1968 of $47,400,000 of General's 5% convertible subordinate notes, the bank borrowing of 
$14,000,000 in November 1968 and the purchase of 1,002,500 shares of Armour common stock with the proceeds therefrom 


(b) The conversion of Armour’s 44% convertible subordinated debentures into 638,357 shares of Armour common 
stock and the exercise of Armour’s employee stock options into 171,708 shares of Armour common at the beyinning of 
the period. 


(c) The repurchase of 1,500,000 shares of Armour common stock for $75,000,000 in cash to give effect to the 
tender offer by Armour in August 1968. (See “Recent Armour Financial Information” elsewhere herein.) 


(d) The issuance by General for each share of Armour common stock, of $60 principal amount, 7% subordinated 
debentures and warrants to purchase 1% shares of General common stock The 7% debentures have been recorded at 
an assumed original issue discount of 17.65% and amortization for a full year recorded by use of the nterest” method 


The warrants have been recorded at an assumed value equivalent to the original issue discount on the 7% debentures 
by increasing both the investment in the stock of Armot: and capital in excess of par value. 
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GENERAL HOST CORPORAT1ON 
and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 


The foliowing consolidated statement of income, insofar as it relates to the five fiscal years ended December 30, 
1967, has veen examined by Price Waterhouse & Co., independent accountants, whose opinion thereon (which 
contains a qualification as to consistency in the application of accounting principles relating to the method of com- 
puting depreciation as explained in Note (b) heret is based in part on the opinions of other independent 
accountants) appears elsewhere herein. This stat...ent includes the results of operations of Li'l General Stores, Inc. 
which was merged into General Host Corporation on July 19, 1968 and accounted for as a pooling of interests In 
the opinion of the Company, all adjustments, consisting only of normal recurring adjustments, necessary for a fair 
statement of the results for the unaudited interim periods, have been included. This statement should be read * 
conjunction with the other consolidated financial statements and notes thereto of General Host Corporation and 
subsidiary companies included elsewhere herein : 


0 Weeks Ended 

Fiscal Years Ended proximate to December 11, - —— . 

- = Ox tober October 

1963 1964 ises 168 i967 7, 87 5, 1968 

(unaudited) 
Sales nad judeecnses .. $181,615,924 $187,813,658 $185,418,203 $175,504,617 $196,816,066 $151,929,594 $156,265,576 
Less—Sales of facilities disposed 
of (c) saues onan 34,552,032 33,711,041 28,242,354 - - . 

Net Sales ....... re 147,063,892 154,102,427 157,175,849 175,504417 196,816,066 151,929,594 156,265,576 
Dividends, interest and other income 197,581 272,740 211,381 269,307 187,338 154,276 612,013 


147,261473 154,375,367 157,387,230 175,773,924 197,003,404 152,083,870 156,877,589 


Cost of sales and service, exclusive 
of depreciation and amortization 88,966,273 96,123,066 103,443,899 116,904,628 131,160,136 100,974,990 102,828,174 
Delivery, selling, advertising and 


administrative expenses ........+ 49,240,416 49,637,807 46,850,954 49,794,881 56,064,788 42,993,252 45,332,535 
Depreciation ar4 amortization (b) 3,790,876 4,064,756 4,209,067 4,168,495 4,913,685 3,213,692 3,204,003 
Interest Expense .......0eceeeeee 794,671 789,982 817,655 1,287,636 1,396,871 1,082,535 1,282,995 

142,792,236 150,615,611 155,721,575 172,155,640 192,637,480 148,264,469 152,647,707 


Operating loss of faciiities dis- 
posed of (c) .. cuankakaece 45,000 1,712,000 2,030,000 _— -- — 


144437286 152,327,611 157,751,575 172,155,640 192,637,480 148,264,469 152,647,707 


Income (loss) before federal 
income taxes and extraordi- 


ROSY OMED ccicccccccsccee 2,824,237 2,047,756 (364,345) 3,618,284 4,365,924 3,819,401 4,229,882 
Federal income taxes (Note 7) .. 1,402,000 699,000 (49,000) 1,596,000 1,652,000 1,622,129 1,565,056 
Income ‘loss) before extraor- ; 

dinary item ......+.0+00s- 1,422,237 1,348,756 (315,345) 2,022,284 2,713,924 2,197,272 2,664,826 
Extraordinary items (Note 3) (d) 170,000 35,000 (2,099,574) 690,043 _ _ 517,270 


Net income (loss) (b, d and e) .. $ 1,592,237 $ 1,383,756 $ (2A14919) $ 2,712,327 $ 2,713,924 $ 2,197,272 $ 3,182,096 


Per share of common stock (f): 


Income (loss) before extraordi- 


MASY HEMS .cccrccccseccces $ 39 $ 35 $ (.38) $ 9 $1.18 $ .% $1.09 
Extraordinary items (d) ... 6 2 Pe (.95) J — — 21 
Net income (loss) .......+«+. $$ A7 __ §$ 37 $1.33) $21 $1.18 $.% $1.30 
Pro forma net income (g) .. a $ 95 a % $ .% 


Numerical note references are to notes to the consolidated financial statements of the company included elsewhere herein. 


(a) On July 19, 1968 the company issued 661,279 shares oi its stock in exchange for all of the outstanding common stock of 
Li'l General Stores, Inc., on the basis of nine-tenths of a share of General Host common stock for each share of Li'l General 
stock. The transaction has been accounted for as a pooling of interests and, accordingly, the results of operations of the two 
companies have been combined tor all periods prior to the merger in the above consolidated statement of income. The results of 
operations for the 40 week period ended October 5, 1968 include the operations of Li'l General Stores, Inc. for the 40 weeks ended 
October 5, 1968, and the results of operations for the fiscal year ended December 30, 1967 includes the operations of Li'l General 
Stores, Jnc. for its fiscal year ended October 28, 1967. Accordingly, Li'l General's sales of $7,793,738 and net income of $165,287 for 
the two months ended December 31, 1967 have not been included in the statement of income. See Note 1 to the consolidated finan- 
cial sta*ements. 17 
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GEN#£RAL HOST CORPORATION AND SUBSIDIARY COMFAAIES 


NOTI TO FINANCIAL STATEMENTS—(Continued) 


40 Weeks Ended 


196 1965 196 1967 Oct. 5, tea8 
So es (unaudited) 
General H ( ' ROOF $ $ 63 $is $ 41,72 $119,952516 $131,374,267 
Lil G } 4 R 19.14 4 i 41.977.078 4291 wOF 
j SIRT RIA ¢ { $i 0461 $ i $151.999594 $156,265.576 
H ‘ 5 1 { 174) $ 1,451,723 $ Ol $ 1.612954 § 2.590.446 
| ( Ve ) ] | } j 91 4s 
. $ 6138 ) . 414.919 . $ 4 } i 1 2 ; 1122 096 
’ t of Li'l Ge | rm 1 prior ' , 

(I t mpaty, for financial report mred fror ‘ 1 method to the straig 
lirne ! ley e continuing to use accelerated met Is for tax pose i cl re ud the effect « 
t " ” y approx $1 150.00 ! fera ake 

Apt ximmat $600,000 or $2¢ ‘ ire 
e ( lopied a | und the disposal of idle 
fa | | ‘ ! x est expense ave 
hee | it 1 the ! ! { ¢ for 
t ‘ ) {) hac tt i fae € 
ea5 tno ' ‘ Roard O ‘ t é to 1966 ' 
were la me | ‘ ‘ ' ted ‘ | rf ter and i fed 
‘ ¢ ext t the wit 
40 Weeks Ended 
) ieee 1965 19@ Oct. 5, 1088 
General Host pora (unaudited) 
Prov n for losses incurred and estimated future 
losses on discontinuation of certain activities and 
lisposal of facilities, less related federal income 
ix ft ction (1) senes ; bes $( 2,144,574) 
Gai sale of investment in Uncle John’s Restau 
rant less related federal income tax of 
$365, (Note 2) $ 818,270 
Provision for estimated loss on disposal of facuity, 
less related federal income tax reduction of 
$239,000(2 $01,000) 
Li'l General Stores, Inc 
Reduction in federal income taxes arising from 
utilization of operating loss carryforwards .. $ 170,006 > 55,000 5,000 $ 25,000 
Proceeds {rom officers’ life insurance, net of sur 
render value odncessoeeeees PTTTTT TT TTT 665,043 
¢ 170,000 $ OO $(2,099,574) $ 690,043 § 517,270 
(1) The net less for 1965 has been restated to give effect to the adjustment in 1967 of the reserve for losses 
established in 1965. This retroactive adjustment reduced the amount of the extraordinary charge and net 
loss for 1965 by $346,095 or $.16 per share, representing the reversal of the $624,695 remaining balance 
in the reserve, less related federal income tax reductior xf $278,000. See Note 3 to the consolidated 
financial statements 
(2) The sales and operating loss, before deducting federal income taxes and interest expense the facility 
lisposed of were $7,516,000 and $312,000, respectively, for the 40 weeks ended October 5, 19 

(e) As more fully explained in Note 1 to the consolidated financial statements, on October 1966 the Company purchased 
all of the issued and outstanding stock of Yellowstone Park Company and Everglade Park Co, I | December 1966 
Yellowstone and Everglace wed their fiscal years fror eptember 30 to an approximate calendar year basis to conform with 
the compariy's fiscal year The operations of Yellowstone and Everglades have been included the consolidated statement of 
income from the date of acquisition; however, in lieu of the previously followed practice of deferring preseason fixed costs incurred 

during the last quarter of the calendar year, the net loss from the date of acquisition to December J1, 1966 amounting to $336 3M 


was charged against income for 1966 and ofiset by the inclusion in income of an equivalent amecunt of 
of equity in net assis over cost 


amortization of the excess 
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GENERAL HOST CORPORATION AND SUBSIDIARY COMPANIES 


NOTES TO FINANCIAL STATEMENTS (Continued) 


: . HISTORY AND BUSINESS OF GENERAL HOST 
Recent History 


} 


e the date of its incorporation General Host een engaged in the manufacture and sale of a 


my -te line of bakery products, including bread (its principal baking product), rolls, cakes, pies and 


weet goods. In the Fall of 1965 the Company und k a program of disposing of unprofitable baking 
plants and properties and since such time has sold 17 non-productive properties and unprofitable baking 
plant Thus, while the Company's sales declined in 1966, the elimination of these loss operation, aelped 


to enable it to attain a pro‘it The program for disposal of unprofitable plants has been completed. 
ubsequently the Company fh ex] led into tourism, convenience food and food service operations 


und convenience store Opera.ions 


In 1965 The Goldfield Corporation (“Goldfield”) purchased 806,200 shares of the ¢ ompany’s stock, 
approximately 51% of the total then outstanding. Goldfield sold 400,000 ot these shares on May 1) 
1967 in an underwritten public offering and acquired an additional 31,500 shares by the exchange of its 

000 shares of Li'l General Stores, Inc. upon the merger of that corporatior into the Company. It pres- 

ently holds 437,700 shares, approximately 17% of the total now outstanding. Following Goldfield’s pur- 

in May 1965, Mr. Richard C. Pistell, Chairman cf the Barrd of Goldfield, became Chairman of the 
Company's Board. Mr. Harris J. Ashton, President of the Company, is a Director of Goldfield 


During 1963 and 1964 Goldfield purchased land at five locations in Azizona, New Mexico and 
Colorado for use in developing tourist accommodations and recreational facilities under a program 
known as the “Frontier West Project”. On August 8, 1966 Goldfield purchased all of the stock of 
Yellowstone Park Company for $4,000,000 in cash On June 1, 1966 Goldfield acquired all of the 
outstanding stock of Everglades Park Co., Inc. in exchange for 778,946 shares of its Capital Stock. On 
October 5, 1966 Goldfie.. sold all of the outstanding stock of Yellowstone Park Company and of 
Everglades Park Co., Inc. and the assets comprising the Frontier West Project to the Company in s 
jingle transaction, The sale price which was equal to the cost of the assets on Goldfield’s books was 
$6,353,662 in cash and the assumption by the Company of a mortgage debt of $99,634. Goldfield 
acquired Yellowstone and Everglades in 1966 because the initial contacts and negotiations relative to 
these acquisitions hai bec.. conducted by Goldfield. Goldfield initially considered the acquisition of 
Yellowstone in 1964 while Golfield owned a controlling interest in Frontier Airlines, Inc. During the 
period of its ownership of Frontier Airlines, Inc., Goldfield started the Frontier West rogram and con- 
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sidered other mivestments irism field. It originally acquired these properties with the imtention 
of developing them itself. It wa t feasible at that time, however, for Goldfield to arrange the long 
term financing necessary to prt tunds tor the development of the potential of these properties in the 
foreseeable future The Compa i the other | was in a better position to realize that p tential 

In April, 1967, the ¢ vat nged its name from General Baking Company to General Host 


Corporation to reflect the diversification in its activities caused by its interests in the food-service and 


tourism industries 


In April, 1968, the Company | 1 and sold 200,000 shares of additional Common Stock in an 
underwritten public olfern | net proceeds to the Company from this offering were approximately 
$4,144,000 after all expenses 

in Ju 1968, I Gener In i Minnesota corporation, merged into General pursuant to 
in Agree tand | i Merge oroved by the shareholders of both compames The merger was 
wccounted fur as a pool re |.i'l General Stores, Inc. owned and operated the properties which 


are now a part of the Con 


anv’s Li'l General Stores Division. See “Convenience Store Operations” 


In Augu UGK. t gle transaction acquired from Gulf & Western Industries, Inc 
150,000 share f common k of Armour at $56 per share and an option to acquire a further 600,000 
ires of Armour at $U per share. In connection with this transactior the Company also granted Gulf & 


Western Industries, luc. a ten year Warrant to purchase 175,000 shares of Common Stock of the Com 


cisable at $30 pet 


hare. (Because of antidilution provisions in this Warrant which were act! 


vated by the sale of the 5% Convertible Subordinate Notes referred to below, this exercise price is now 


$28.47 and the number of shares involved is 184,405.) 

In August, 1968, the Company sold its 41% interest in Uncle John’s Restaurants, Inc., a California 
based chain of owned and franchised pancake houses and restaurants for $4,589,375, which resulted in a 
gain, net of related federal mcome tines, of $818,270. This investment was made in 1966 and 1967 

In October, 1958, the Compar pursuant to shareholder approv il, issued $47 000 in principal 
amount otf Convertible ubordinate Notes due June 15, 1988, and used a por. ff the proceeds 


to purchase the 600,000 shares of Armour stock from Gulf & Western Industries, Inc. in accordance with 
the terms of the Ce.npany’s option from Gulf & Western {ndustries, Inc. Im November and December, 
1968, the Company acquired an additional 252,500 shares of Armour common stock in a series of market 
transactions. The average price per share paid for this stock was $58.74. Also in November, 1968 
the Company entered into a Loan Agreement providing for loans to the Company of up to $20,000,000 


c 


by three banks for the purpose of financing purchases of Armour stock for cash see “Investment in 
) pur} gi 


Armour” and Annex A 


Capital Expenditure Program 


In 1967 the Company spent more than $8,000,000 for expansion of capital facilities, including new 
ovens, nachinery and equipment for baking plants, trucks and other vehicles, additional frozen storage 
capacity, new and renovated restav’ ants and coffee shops, renovation and improvement of tourist facilities 
at Yellowscone and Everglades and completion of the Frontier West tourist operation at Hovnck, Arizona 


The Company has continued its capital expenditures program during 1968, spending close to 
$6,000,000 for substantially increasing the frozen convenience food facilities of Van de Kamp’s, establishing 
additional Van ‘'s Kamp's coffee shops, continuing the automation and modernization programs for 
baking facilities of Van de Kamp’s, Bond and Edd, building new lodging units, dining facilities, camper 
service facilities and gift shops, modernizing landscaping and improving existing guest and tourst 


facilities of Yellowstone and Everglades, and building additional Li'l General convenience stures 


The Company proposes to continue its capital expenditures program during 1969 using funds to be 
derived {vom retained earnings and accumulated “epreciation. There can, however, be no assurance that 
this program will continue on schedv'’» because it depends in part on funds to be generated by operations 
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Food Production and Processing Operations 


Three of the Company’s divisions produce baked goods, Van de Kamp’s in the Los Angeles and 
Seattle areas, Bond Baking Company in the East and parts of the Midwest, and Eddy Bakeries Company 
in the northern Mountain States region. Each of these divisions manufactures and sells a complete 
line of baked goods, including bread, rolls, cakes, pies, sweet goods, cookies, doughnuts and miscellaneous 
bakery products. In addition, the Van de Kamp’s division processes and sells frozen food specialty 
items and operates coffee shops and restaurants. The major brand names for the Company’s bakery 
products are “Van de Kamp’s”, “Bond” and “Eddy”, each of which has good consumer acceptance 
in its respective marketing areas. The Company’s Vernell’s division manufactures and sells candy and 
crackers under the names “Vernell’s” and “Hol-grain Wafer-ets” in the Los Angeles and Seattle areas 
and, through a brokerage system, throughout other parts of the country. 


Van de Kamp’s bakery products are sold primarily in the Los Angeles and Seattle areas, the 
Los Angeles mazkt being considerably the larger. Its processed and frozen conv-~‘ence food lines 
are distributed in a larger marketing area, including Southern California and parts ot Arizona and 
Nevada. Van de Kamp’s 14 coffee shops and restaurants are located in the Los Angeles area. Addi- 
tional coffee shops are expected to be opened in 1969. The Bond marketing areas are in the Middle 
Atlantic States from Connecticut te Washington, D. C., North and South Carolina, and parts of 
Kansas and Oklahoma. The New York and Philadelphia metropolitan areas are the two largest mar- 


kets for Bond products. [ddy's marketing area includes North Dakota, Montana. Eastern Washington, 
Idaho, Utah and Wyoming 


The Company’s products are sold both at wholesale and at retail. Bond products are principally 
so!d at wholes:le, with a portion sold through house to house retail delivery routes. The Van de Kamp’s 
division distributes its products primarily through approximately 797 retail outlets, which are installa- 
tions within supermarkets rather than separate stores. Of these three divisions, the Bond Baking 


Company division is the largest in terms cf sales, having accounted for 59.8% of their combined sales 
in 1967. Van de Kamp’s accounted for 29.2% of the 1967 sales of these three divisions and the Eddy 
Bakeries Company division accounted for 11.0%. Each of these divisions was profitable in 1967, but 


their respective contributions to net income were not proportionate to sales. It is estimated that the 
Bond Baking Company Division proportionately contributed less to net income than it did to sales 
and that the other two divisions proportionately contributed more to net income than they did to sales. 


During 1967 sales of bread and rolls accounted for approximately 55% of the total sales of the 
Company’s food production an? processing divisions, and sales of cakes, cookies, frozen convenience 


foods, restaurant sales and miscellaneous and specialty items constituted approximately 45%. There 
is no significant seasonal variation in the sales volume of these divisions. 


The principal ingredients purchased are flour, sugar, yeast, milk and shortening. Of these, flour 
is the most important, and flour purchases constitute approximately 51% c‘ the value of all ingredients 
purchased by these divisions. Flour prices are volatile. The Company obtains its supplies from a 
variety of sources depending upon prices offered by the suppliers. 


These divisions employ approximately 8,800 people, of whom approximately 86% are represented 
by various unions. Collective bargaining agreements covering approximately 75% of unionized employees 
are negotiated on a regional basis jointly with other bakeries operating in the regional area. Wage 
increases and other eraployee Lenefits granted in collective bargaining have been comparable to those 


granted by other major companies in the bakery industry. Relations with labor unions are generally 
satisfactory. 


The Company’s food business is highly compeiitive. While the Company is one of the larger 
companies in the baking industry, in each marketing area it competes with many local bakeries in 
addition to other major companies. In addition, severe price competition is encountered from sales of 
“house brand” bakery products by major supermarket chains 
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The food production and processing divisions operate 34 plants located in 12 states and the District 
of Columbia, most of which produce a complete line of bakery products, although a few specialized 
plants produce only cakes and sweet goods or doughnuts. All plants are maintained in good operating 
condition. The larger plants are equipped with modern automated ovens and machinery. 


A new frozen convenience food production plant with warehousing facilities is under construction 


ue Van de Kamp’s division. 


tor 


Three plants are leased, and one that is owned is located on leased land. The Company owns the 
land and buildings comprising the other plants and, with minor exceptions, al' of the machinery 


and equipment in its plants. The Company owns approximately 3,050 motor vekicles of all types and 
leases an additional 450. 


Overall, the Company’s food production and processing capacity is adequate for its present needs, 
and upon completion of new facilities and modernization and automation of e 
anticipated that capacity will be adequate for the Company’s foreseeable needs. 
varies from day to day in each location, ar J ihe productive capacity of each plant is variable depending 
on the mix ef products baked each day. verall, the Company’s bakeries operated at an estimated 
65%-70% of normal capacity during each of 1966 and 1967; although 1967 production was greater, 


xisting facilities it is 
Utilization of plants 


capacity in 1967 was also greater. In 
through the use of overtime and 7-day weeks. 
Since most products not sold on the day for which they were baked 
daily control of production to coincide with the lowing 
adequate profit margins. Some of the cost of returned 
stale goods at reduced prices, and by using them to 


Major food production and processing operations 


Bonp 

Bakeries 
Albany, New York 
Buffalo, New York 
Enid, Oklahoma 
Hartford, Connecticut 
Hutchinson, Kansas 
New York, New York(2) 
Oklahoma City, Oklahoma 
Philadelphia, Pennsylvania (3) 
Rochester, New York 
Spartanburg, South Carolina 
Syracuse, New York 
Washington, D. C. 
Wichita, Kansas 

VERNELL’sS 

Seattle, Washington 
Candy Plant 
Hol-Grain Plant 


Convenience Store Operations 


addition to normal capacity, emergency capacity is available 
Bakery products generally have a very short shelf life. 


are returned to the Company, 
day’s demand is of great importance in achieving 


goods is recovered by selling these products as 
produce bread crumbs. 


are located at the following sites: 
Van dE K,mp’s 
Southern California 
Bakery 
Retail Bakery Outlets (648) 
Frozen Food Plant 
Coffee Shops and Restaurants (14) 
Seattle, Washington 
Bakery 
Retail Bakery Outlets(149) 
Eppy 
Bakeries 
Billings, Montana 
Bismarck, North Dakota 
Boise, Idaho(2) 
Butte, Montana 
Grand Forks, North Dakota 
Great Falls, Montana 
Havre, Montana 
Helena, Montana 
Missoula, Montana 
Ogden, Utah 
Pocatello, Idaho 
Yakima, Washington 


The Company's Li’l General Stores Division operates convenience stores, most of which are located 


in the Southern and Southeastern United States. 


On December 13, 1968, the Li’l General Division 
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had in oreration a total of 380 convenience stores, including 23 stores operated by franchisees, located 
in the fol!owing States: 


Convenianee 

Set Sire 
WWI. 65a ab eiidcc aeidd eee ndeks SON es Chae wee ene ebsieee 236 
Naptlk Cane isaac av sies is ¥eesinercegiasctedexaeoeen 70 
EGO HG asad Sew cancdee aba cen Sacer Secaneneen nes 32 
REERNOGOER Sisco cs ascc sa eee oa ass elt henless Ses esan cen 15 
Alaa < isos aa se Saka wivegonset on’ sreiiiercdrstatar ee Sos 12 
ne eee Tre eee FaveaiNcaee ware efanieals 9 
eee METER OT ETO 6 


The Li’l General convenience stores are small, self-service markets primarily handling rapid turnover 
items needed by housewives between major trips to supermarkets. Principal sales include cold beverages, 


dairy products and bread. In addition to foods, the stores sell drug and household items, and rent 
household equipment, such as floor polishers. The Li’l General stores are located in geographically 
separate areas, each served by a division office. Individual stores are located conveniently to dense 


residential areas and on routes of homeward-bound traffic. The stores are open 365 days a year from 
at least 7:00 A.M. until 11:00 ?.M. Some stores are open for longer hours. Convenience store prices 
are higher than those ~f supermarkets. 


A high degree of control is retained by the Company over the operations of the 23 franchised 
Li’l General Stores, all of which are located in Minnesota, Pennsylvania and North Carolina. Results 
from franchising operatians have been favorable 


The Li’l General Division does no warehousing, but buys from wholesalers in its areas of operation. 
Accounting, purchasing, merchandising and advertising are under central control and are accomplished 
at the Li’l General Division headquarters in Tampa, Florida. 


The Li’l General Division also operates 24 drive-in dairy stores in Florida and, through subsidiaries, 
is engaged in wholesale produce distribution on the west coast of Florida. 


The Li'l General Division .nd the Company’s subsidiaries operated as part of the Li’l General 
Division employ approximately 1,300 nersons. 


The convenience store industry includes several chains larger than the Li’l General Division. These 
and smaller chains are highly ccmpetitive with Li'l General. In addition, major supermarkets and small 
food stores compete with the business of Li’l General. In the areas of its principal operations, the Li’l 
General Division is one of the chief operators of convenience stores, 


The Company owns trademarks for the name “Li'l General” and its Li’l General design; “Lady 
Anne”, in conjunction with certain of Li’l General bread products; “Golden Krust”, for use in conjunction 


with certain other Li’l General bread products; and ‘“Farm-N-Town”, for use in promotion of Li’l 
General dairy stores. 


It has been the policy to lease Li'l General stores. While the Company owns Li’l General’s building 
and attached store, other real estate is purchased only to facilitate the acquisition of locations on which 
to build stores which will ultimately be sold to others and leased back by the Company. Leases are 
generally for fifteen years, and most contain renewal options for five or ten years. Most ‘leases are for 
fixed rentals, but, in some leases, the fixed rental is increased if gross sales in the particular store exceed 


a pre-established amount. Total lease payments for the year ending October 28, 1967, aggregated 
$1,815,560. 


I. the aggregate, the buildings, fixtures, equipment and inventory of Li'l General, either owned or 
leased, are considered in good condition. 
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Tourism O 
Yellowst Park Company (‘Yellowstone’) operates notels, inns, lodges, restaurants and other 
facilities in Yellowstone National Park, Wyoming, the oldest and largest of America’s national parks. 
Its activities within the Park also in the providing of limousine and bus transportation, operation 
f giit ps, riding stables, fishing and boating facilities and gasoline service stations under a joint 
enture agreement under which it receives 55% of the profits. Yellowstone's facilities include overnight 
commodations of various types for a maximum of 8,777 people and restaurants with a total seating 


capacity of 2,867 persons. Yellowstone’s business is highly seasonal since most persons visit the Park 
dur.ig the period from June through September. In 1967, 94.2% of Yellowstone’s revenue was generated 
luring that four-month period. The occupancy rate for overnigl 


ht accommodations from mid-June 
through Labor Day was approximately 80%. Emp >vees total 2 2.500 during the summer months but are 


reduced to fewer than 100 during the winter. Com in Yellowstone’s immediate operating area is 
limited since it has a preferential right to provi 7 accorrms ‘ation; and services within the Park area. 
Another concessioner has food service operati in the Park and competition is 
provided from hotels, inns, and lodges located in the vicinity oi che Park. Gross sales and operating 
revenues for the fiscal y nding December 30, 1967 were $6,387,000, and for the forty weeks ending 
October 5, 1968, ; ited to $5,693,000 

Everg!l irk Co., Inc. (“Everglades”) operates facilities in Everglades National Park in Florida, 
America’s third largest national park. Its operations irclude overnight accommodations, food and bever- 
age facilities, boat and boating equipment sales and rentals, a gasoline service station, trailer park facilities, 
and the sale of general merchandise including sports equipment, photographic supplies, drugs, books and 
similar items. Everglades’ overnight accommodat in the Park have a maximum capacity of 600 
persons and its restaurant facilities have a ma g capacity for 265 persons. While Everglades 
operates throughout the year, its peak season ully during the four-month period from late 
December through mid-April, which accounted ver : of gross revenues in fiscal 1967. The 
occupancy rate for overnight accommodation ring that peak season was over 90%. Everglades is the 
only concessioner operating within the Everglades National Park; however, competition exists from the 
many resort areas of southern Florida. G sles and ting revenues for the year ending December 
30, 1967 were $1,198,000, and for the forty we aay October 5 1 68 amounted to $1,187,000. 

Yellowstone and Everglades bot!: operate through concession contracts with the United States 
Department of the Interior, National Park Service, under which all rates and prices charged to the 
public are subject to Government regulation and approval. Yellowstone operates under a thirty year 
contract which expires September 30, 1996 and requires Yellowstone to have expended no less than 
$10,000,000 by June 1975 in construction and renovation of facilities, of which $3,400,000 has already 
been expended. If such expenditures are not made, the contract may be terminated on September 
30, 1975. Similar « nditures are required during the second ten year period of the contract. Yellow- 


} 
stone must pay a franchise fee to the government equal to 132% of its gross rceipts under this contract. 
Everglades’ contract expires on December 31, 1975 and obligates it to pay the government a fixed fee 

g I g pay 
of $3,700 per year for use of government-owned structures plus a franchise fee of 114% of gross 


réev’> ies. 


The Company’s Frontier West Division consists of land owned at five locations in Arizona, New 
Mexico and Colorado, acquired for development as a tourism project. Construction is substantially 
completed at one site on U. S. Highway 66 near Houck, Arizona. Completed facilities at this location 


include a replica of a frontier fortress, a gasoline station, a restaurant and an Indian tra ding post and 
general store. A trailer park is planned for completion during the 1969 season. Similar types of 
facilities are contemplated for three other locations. Frontier West also operates the Summit House 
Restaurant at Sandia Peak, New Mexico. 


Pend’*2 Acquisition 


a ough its tourism operations at Yellowstone, the Company is involved in e of the most 
popular «nd widely known American tourist attractions. The Company proposes to acquire tourism 


t 
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operations at another American landmark, the Grand Canyon, pursuant to its plans of creating an 
integrated system of tourism operati throughout the Southwestern and Mountain States. It has 
undertaken the acquisition of all .he outstanding stock -f Utah Parks Company (“Utah Parks”), which, 
in addition to facilities at Grand Canyon (North Rim), maintains operations at Zion and Bryce Canyons. 


Utah Parks operates hotels, inns, lodges, restaurants and other facilities in three national parks 
and one natiot monument in the region of the Arizona/Utah border: Zion National Park, Bryce 
Canyon National Park, Grand Canyon National Park (North Rim) and Cedar Breaks National Monu- 
ment. Its activities within and without the parks also include the providing of bus transportation, 
operation of gift shops, riding stables and gasoline service stations. Utah Parks facilities include 
overnight 2~commodations of various types for a maximum of 1,514 people and restaurants with a total 
seating capacity of 1,039 people. Like Yellowstone, the business of Utah Parks is highly seasonal 
since most persons visit the parks during the period of June through September. In 1967 almost all of 
Utch Parks’ revenues were generated during that four-month period. Employees totaled about 650 
during the summer months of 1967, and are approximately 40 during the winter. Although Utah 
Parks has preferential rights to erate within the three Parks and the Monument, competition is pro- 
vided from hotels, inns, lodges, and restaurants located in the vicinity of the parks. Utah Parks’ opera- 


tions in cal year ending December 31, 1967, based on unaudited figures, showed a net loss on 
operation. i »ximately $9,000 on sales and operating revenues of about $1,744,000. See Note 1 
to Con-clidatec «inancial Staternents. For the 10 months ended October 31, 1968 operations resulted 
in a net promt of $22,835 on operating revenues of $1,771,732 

Utah Parks is and has for many years been | wned by the Union Pacific Railroad Company 
(“Union Pacific”) or one of its wholly owned é Under an agreement dated as of December 
31, 1967, which may be terminated by either party after December 31, 1968, by which the Company 
agreed to issue st. es of its common stock to Union Pacific in exchange for all of the outstanding shares 
of Utah Parks, the excha ze will be con vated only after a new concession contract satisfactory in 
form and substance to the Company has itered into by Utai. Parks and the U. S. Department of 
the Interior National Park Service Such mcession contract has been negotiated on behalf of Utah 
Parks by the Company for a term of 15 years and is generally similar to those in effect with Yellowstone 
and Evergie4~« Because the contract with Union Pariic is subject to cancellation after December 31, 
1968 and be he Park Service wi!l not conclude its contract with Utah Parks before that date, this 
transactio: never be consummated. Assuming thet recent market prices for General’s common stock 
continue to prevail and assuming a purchase price of $1,700,000 for Utah Parks, some 37,500 shares of 


General’s common stock would be issued 


Investment in Armour 


On December 20, 1968 the Company owned a total of 1,002,500 shares of Common Stock of 
Armour, approximately 16.5% of Armour’s outstanding common stock for which it paid an aggregate 
of $59,232,000 in cash plus a 10-year warrant for 175,000 shares of the .--oany’s Common Stock 
which is now exercisable for 184,405 shares at $2847 per share. See “kecem ‘Iistory”. Armour 
has described itself in a Registration Statement filed with the Securities and Exchange Commission 
which became effective on May 3, 1968, as “the second largest meat packer in the United States and 
among the leaders in the field of household soaps, fatty chemicals, hydraulic turbines, governors and 
valves, ship propellers, electronic force measurement equipment and desalination systems.” For a 
description of Armour see Annex A. 


Principal Shareholders 


On December 16, 1968 the only voting securities of the Company owned of record or beneficially 
by any person who owned of record, or was known by the Company to own beneficially, more than 
10% of any class of such securities, were 437,700 shares of Common Stock of the Company held both 
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of recor ficially t Goldfield Corporation, 720 Fifth Avenue, New York, New York, 
which 17% of the total num! f ‘f Common Stock outstanding. 
( em! 1968 all officers and Jirectors of the Company as a group beneficially owned, 
13,640 hare f Common Stock of the Company, .53% of the total number of 


shares of the Company’s Common Stock outstanding, ane $1,500,00 principal amount of the Company’s 
5% Convertible Subordinate Notes 


Five of the Company’s ten directors are directors of Goldfield and a sixth is an officer of Goldfield 
Mr. Pistell is Chairman of the Board of the Company and Chairman of the Board and President of 
Goldfield. By virtue of this representation on th. Company's board and Goldfield’s ownership of the 
Company's stock, Goldfield may be dec parent of the Company. The Company's directors as a 
group, and Mr. 7istell, by virtue of his positions as Chairman of the Board and Chief Executive Officer 
of both the Company and Goldfield, may also be considered parents of the Company 


Comparative Operational Results 


In Company 3 tourism operations and convenience store operations contributed propor- 
tionately more to profits than to sales, while focd production and fyrocessins o erations 
contributed proportionately somewhat less to prof than to sales 


Pending Litigation 


On May 21, 1965, a suit was fil the United District Court for the Southern District of 
New York, entitled Anthony Ferraioli, P.. intiff, v. hyman B. Cantor, HY C Corp., Denison Mines Ltd., 
Goldfield Corp. and General Baking Compa Detendants. Plaintiff seeks to bri: this action on 
behalf of himself and all other persons si ituated allegin that the sale of General Host Corpora- 
tion stock by Denison Mines Limit lation of Section 10 of the Securities Exchange Act 
of 1934 and Rule 10b-5 of the Rules and Regulations thereunder in that plaintiff and others sold the 
Company’s stock at prices of appro ely $9.00 per share without knowledge that Denison Mines 
Limited was negotiating to sell its shares at a price of $12.50 per share. Plaintiff seeks to recover from 
the defendants other than the Company in excess of $2,000,900 representing the difference between the 


alleged market price and the amount paid by Goldfield to Denison Mines Limited. The suit is in the 
pre-trial motion and discove ry stage 


Also on May 21, 1965 an action was instituted in the Supreme Court of the State of New York, 
New York County, entitled Vincent Ferraioli, Plaintiff, v. Hyman B. Cantor, HY C Corp., Denison 
Mines Ltd., Goldfield and General Baking Company, Defendants. This plaintiff seeks the same recovery 
as in the above mentioned suit in the United States District Court, with the distinction, however, that he 
asserts one cause of action on behalf of and for the benefit of the C-..pany. In this suit, plaintiff has 


been unable to sustain jurisdiction over Denison Mines Limited aad the case has been dormant for 
over ¢ year and a half. 


Both of these actions have been dismissed as against defendants Hyman B. Cantor and HY C Corp. 
without contest by the plaintiffs. A compromise of the above two actions involving the remaining 
defendants is presently being arranged subject to approval of the courts. It is expected that the obliga 
tions of the Company under the terms of the compromise arrangement will be nominal. 


On or about October 13, 1966 an action was commenced in the Supreme Court of the State of 
New York, County of New York, entitled, Vincent Ferrai i, Plaintiff, against Richard C. Pistell, P 
Richard Clark, C. Whitcomb “!den, Jr., Harris J. Ashton, Joseph P. Binns, John P. Deh!, William P 
Howe, Jr., J. Elroy McCaw, Edwin C. McDonald, Leslie W. Scott The Goldfield Corporation and 
General Baking Company, Defendants. Plaintiff seeks to bring this action as a derivative action as a 
stockholder ot the Company. The action seeks to set aside the sale by Goldfield to the Com ipany of all 
of the outstanding capital stock of Yellowstone Park Company, and Everglades Park Co., Inc , and the 
Frontier West locations, and to have the purchase price received by Goldfield returned to the Company 
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Plaintiff in accounting for alleged damages suffered by the Company and for alleged profits 

made by the defendants other t Company as a result of such purchase. In the opinion of Messrs. 

‘ e & Hi New York Y pecial counsel to the Company, this litigation should have 
f cial effect upon the Company 


On March 13, 1968 actions were filed by the United States in the United “:ates District Court for 
the Eastern District of Pennsylvania charging the Company and two of its employees, together with 


other baking companies and individuals, with civil and criminal violations of tl herman Antitrust Act 
by having allegedly ead prices in the Philadelphia market. The Company and its employees have 
asked leave of the court to enter pleas of nolo contendere which, if accepted, could result in fines being 
imposed | the Company being ordered to cease the activities complained of. It is possible that 


private plaintiffs may bring actions against the Company for treble damages allegedly incurred by reason 
of the charged violations. One such private law suit, a class action, was commen ed on April 3, 1968 in 


the United States |! 


pa 


t Court for the Eastern District of Pennsylvania by the City of Philadelphia 
in the School District of Philadelphia. No specific dollar amount in damages is asserted in that action. 

er consultation with counsel, management believes that the probable outcome of this litigation will not 
wave a materi: liy adverse financial effect upon the Compar 


Description of Common Stock 


The Company’s common stock, $1.00 par value per share, is its only outstanding class of stock. 
The holders of common stock are entitled to share in the profits, if any, of the Company by way of 
dividends when, as and if declared by the Board of Directors. Upon liquidation the holders of the 
common stock will be entitled to receive pro rata a ing to the number of shares owned the net 
assets of the Company available for distribution to tl harcholders. All of the presently outstanding 
common stock is fully paid and non-a sable. The | ers of the Comnany's common stock have no 
pre-emptive, subscription or conversion rights. The Company also has authorized 1,000,000 shares 


of Preferred Stock, $1.00 par value per share, issuable in series with terms, dividend rates and liquidating 
preferences to be set by the Directors. No such Preferred Stock is outstanding. 


Non-Cumulative Voting 


The holders of the common stock have full vocing power for all purposes and are entitled to one 
vote per share. They do not have « ‘lative voting rights in the election of directors, which means that 
the holders of more than 50% of the common stock may, if they choose to de so, elect all of the directors 
and the holders of the remaining shares could not, in that event, elect any directors. 


Dividends 


The payment of dividends will depend upon earnings . ‘4 capital requirements of General, general 
business conditions and other factors; there are no present plans to pay cash dividends. The pay- 
ment of dividends on the common st .« is restricted by the provisions contained in the Company’s 
Loan Agreement relating to its 514% Notes payable to insurance companies, the Indenture relating to 
its 6% Cumulative Income Subordinated Debentures, and its twenty million dollar Loan Agreement 
with three banks. As of October 5, 1968, approximately $3,503,000 of retained earnings was avail- 
able for dividends. See Note 5 to the Company’s consolidated financial statements elsewhere herein. 


Markets 


The Company's common stock is listed for trading upon the New York and Pacific Coast stock 
exchanges 


Transfer Agents and Registrars 


The Transfer Agents for the Company's common stock are Marine Midland Grace Trust Company 


of New York, New York, N. Y., and Union Bank, Los Angeles, California, and the Registrars therefor 
are the Bankers Trust Company, New York, N. Y. and United California Bank, Los Angeles, California 
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Management 
The directors and executiv i General are: 
Nsom ome 
ichard C. Pistell aa .«++ Chairman of the Board of Directors and 


Chairman of the Executive Committee 


Harris J. Ashton oF .seeeeeeeeee Director, President and meniber of the 
Executive Committee 


C. Whitcomb Alden, Jr. .......ssccsccsees Director—-Financial consultant and 
private investor, Asheville, 
North Carolina 


Joseph P. Binns ...... ‘ arerreyry Director—Associated with Loeb, 
Rhoades & Co., New York, N. Y. 
William F. Downey Director, Secretary and member of the 


Executive Committee 

Weston E. H lton Sake Director—Senior Vice President 
Zion's First National Bank, 
Salt Lake City, Utah 


Howe, Ir a nae Director—President, Howe Nurseries, 
Inc., Pennington, New Jersey 
J. Elroy McCav caned ...«+  Director—President, Metropolitan 


Radio Corporation, President 
KTVW, Inc., Seattle, Wash. 


Edwin C. McDonald ae ; Director-—Chairman of the Board, 
Royal Bank of Canada Trust 
Company, New York, N. Y. 


Leslie W. Scott .... , . Director—President, Fred Harvey, 
Chicago, II. 

M. Frank Cummings .... Vice President—Operations 

John M. Kingsley, Jr. .... .eseee» Vice Presidect—Finance and Treasurer 

Delbert O. Fuller, Ir vre Vice Presider:t—Marketing 

Timothy T. Day ...... Vice President—Acquisitions 

John P. Glynn ...... pane eanes 3 Controller 


Mr. Pistell has been Chairman of the Board of General since May, 1965. He is Chairman of the 
Board and President Goldfield and, in addition, acts as a financial consultant to other companies. 
He was Chairman of t ird of Pistell, Inc., an investment banking concern, and its predecessor com- 
panies from 1959 to 1963 


Mr. Ashton has been Pre nt of General since December 6, 1967, and a Director since May 1965. 
He is a member of the law firm of Lovejoy, Wasson, Lundgren & Ashton of New York City, counsel 
for the Company, with which he has been associated since 1962, but does sot participate in fees paid 
to Lovejoy, Wasson, Lundgren & Ashton by General 


Mr. Cumming is been Vice President of General since January, 1966, and became Vice President 
—Operations in September, 1968. Previously he was with General Foods Corporation for thirty-one 
years, in various capacities, most recently as Assistant Corporate Controller 


Mr. Kingsley has been Vice President and Treasurer of General sine: January, 1966, and became 
Vice President—Finance in September, 1968. He was with Price Waterouse & Co. from December, 
1957 to May, 1962, and thereafter Dillon, Read & Co. Inc. 


Mr. Fuller has been Vice President—Marketing since July, 1966. During 1962 and 1963 he was 
with the Curtis Puilishing Company. From November, 1963, to September, 1964, he was with C. J 
LaRoche & Co., and thereafter he was Vice President of Dancer-Fitzgerald-Sample, Inc. 
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Mr. Downey has been a Director of General since February, 1968, and Secretary of General since 
Decembe He is also Secretary of Goldfield. He is a partner in the law firm of Lovejoy, 
Wasson, Lundgren & Ashton, with which he has been associated since January, 1964. Previously, from 
Septernber, 1959, he was with Morgan Guaranty Trust Company of New York 


ir. Day has been Vice President—Acquisitions since July 1, 1968. Prior to that date he was Con- 
troller for the eastern region of the sales and service division of Trans World Airlines, Inc. where he had 
been employed since graduating from the Harvar* Business School in June, 1964 


Mr. Glynn joined General on September 24, 1968. He was associated with the accounting firm of 
Price Waterhouse & Co. for more than five years prior to such dat 


Messrs. Pistell, Ashton, Alden, Howe, and McCaw are also Directors of Goldfield. 


Remuneration 


The following information is furnished as to all direct remuneration paid (or to be paid) by the 
Company and its subsidiaries during the fiscal year 1968 to each director of the Company whose aggre- 
gate direct remuneration exceeded $30,000, to each of the three highest paid officers whose aggregate 
direct ret ition exceeded that amount, and to all directors and officers as a group, for services in 
al! capacities ; and the total annual benefits proposed to be paid upon retirement under the Retirement 
Annuity Plan to such directors and officers 


Estimated 
Annual 
Name of indtvidua! or Capacities tn which remuneration i ——y 
gumber of . rrsone in group was recet od ~ remuneration retirement 
Richard C. Pistell ..........+.. hairman of the Board, Director 
and Chairman of the Executive 
Committee $ 75,000 $ 49,838 
Harris J. Ashton .........++.: President, Director and member 
of the Executive Committee $ 80,00C $ 57,083 
M. Frank Cummings ......... Vice President and Controiler; 
and Vice President—Opera- $ 36,635 $ 9,161 
tions 
18 Directors and Officers as a 
group including those named : 
SD ci had tbccks te eneeeed As Directors and Officers $364,192 $153,444 


The estimated annwa!l retirement benefits shown in the table are payable beginning at normal retire- 
ment date and are based upon the assumptions that the prospective recipients will remain in the employ 
of the Company until age 65, that their futwre compensation will be the same as that currently paid, 
and that they will continue to contribute approximately 3% of their first $6,600 of annual compensation 
and approximately 5% of annual compensation in excess of $6,600. Directors, as such, do not partici- 
pate in the Plan. 


Commencing January 1, 1969, Messrs. Pistell and Ashton will each receive salaries at an annual 
rate of $100,000. 


The Company has divisional incentive plans in effect at four of its divisions, providing for pay- 
ments of annual bonuses to key employees, including inanagers and superintendents of the various plants 
Bonuses are .alculated either on a percentage of the annual operating profits before taxes of the respec- 
tive units or on the increase in such operating profits over the prior year. The amounts so payable for 
1968 have not yet been determined, but none will be payable to any officer or director. In 1967 incentive 
plans were in effect at two divisions under which bonuses of $217,135 were paid, nove of which 
was paid to any officer or director. 


The law firm of Lovejoy, Wase_n, Lundgren & Ashton, of which Messrs. Harris J. Ashton, Presi- 


” 


dent, a member of the Executive Committee, a director, a stockholder and a holder of 5% Convertible 
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Subordi of the ¢ ompeny, and William F. Dow ney, sda. a member of the Executive Com- 
mittee, a id r of the Company, are pa ners, received $115,070 for cervices as Gen- 
eral Co fo Compa ear 1967, Mr. Ashton became President of the Company on 
I nber 6, 1967 and thereafter has devoted substantially all of his time to that position. He received 

irect remuneration from the Company for his services es President during 1967, but during 1968 


he was compensated directly by the Company and did not share in fees charged to the Company by 
Lovejoy, Wasson, Lundgren & Ashton. Legal fees paid to Lovejoy, Wasson, Lundgren & Ashton for 
the first nine months of 1968 were $15. 558 

Stock Options 


The Company has in effect a key employee stock option plan called the 1964 Stock Option Plan 


(the “Plan”) under which options have been and may hereafter be granted that are qualified stock 
options defined in Section 422 of the Internal Revenue Code, as amended. The Plan was amended 
in 1966 and further amendments were adopted by the Board of Directors in November, 1968, but not as 
yet submitted for the 1 hareholder approval. A total of 400,000 shares of Common Stock 
have been reserved from time to time for issuance upon exercise of options granted or to be granted 
under the Pla t exercise prices may not be less than the fair market value of the shares at the 
time tl is granted. No individual may purchase more than 80,000 shares pursuant to options 
granted u t )ptions are valid for a period of five years from the date of grant and are not 
transferable excep* leath by will or the laws of descent. An optionee may not exercise an option 
unless he has been in the employ of the Company or a subsidiary for at least one year. If the shares 
acquired upon exercise of a qualified k option are held for at least three years after exercise, the 
optionee will have realized n ixable ome upon ¢ cise of his option, and upon the sale of such 
shares he will realize a long-term capital gain 
At December 16, 1968, 155,900 shares of Common Stock were subject to options granted to 
employees. The range of exercise prices was trom $8.1 to $40.0625 per share, and these options 
expire at various dates from July 23, 1970 to December 4, 1973 
As of December 16, 1968 officers and directors held stock options as follows: 
Nususer of tien 
Name Shares vn te 
Richard C, Pistell . iveeeasaeeeee  @antee $ 8.1875 7/23/70 
20,000 17.9375 8/19/71 
Barris J. AMON .vccesccvesnessese DAD 31.75 2/14/73 
10,000* 40.0625 12/ 4/73 
M, Fr Cummings Sea 3,000 19.625 4/14/71 
3,500 32.875 10/10/73 


All Officers and Directors as a group 
(including those listed above) ..... 97,000 8.1875- 7/23/70- 
40.0625 12/ 4/73 


* This option may not be exercised until the recent amendments to the Plan have been 
approved by shareholders 


As of December 16, 1968 the 155,900 shares subject to outstanding stock options represented 
5.1% of the Company’s outstanding shares. Of the total shares under option officers and directors held 
options for 97,000 shares representing 3.8% of the shares outstanding. 
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DESCRIPTION OF WARRANTS 


The statements under this caption relating to the Warrants, a specimen of which will be on file with 


the Securities and Exchange Commission, are summarie. and do not purport to be complete. The terms 


of the Warrants are incorporated herein by reference and the summaries are qualified in their entirety 


the 

The Warrants will be issuable in registered form to purchase the number of shares of General 
Common Stock set fort’: thereon at an exercise price of $45 per share. The exercise price of 
the Warrants may be re i trom time to time at the discretion of General's board of directors for 
limited periods (of not le: n twenty-one days) by an amount not in excess of 331%4% of the exercise 


price then in effect as an ince ement for exercise of the Warrants when deemed appropriate for the Com- 
pany to obtain the cash procee-s resulting therefrom 


The exercise price and the number of shares of Common Stock issuable “pon ce orcise of the 


Warrants will be subject to adjustment in case of a split, reverse split or other reclassification of the 
Common Stock; or if rights or warrants are issued to all holders of Common Stock entitling them to 
purchase st of Common Stock at a price per share less than the then current market price; or if 
any other securities including General Common Stock | sued as a dividend or assets (other than cash 
payable cut of consolidated earnings or earned surplus) are distributed to all holders of Common Stock 
No adjustment in the exercise price is required if General otherwise issues, in exchange for cash, 
property or services, shares of Common Stock any security carrying rights to acquire Common Stock. 
No adjustment in the exercise price is required unless such adjustment will necessitate an increase or 
decrease of at least $1.00, but any adjustments not ma ie by reason of this provision will be carried 
forward and taken into account at the time of any subsequent adjustment Upon exercise, no adjustment 


for dividends will be made 


If General consolidates with or merges into or sells its assets to another corporation, and General 
is not the continuing corporation in such consolid merger or sale of assets, a holder of a Warrant 
will be entitled to receive, upon the ex th f the securities or property to which a holder of a 
number of shares of Common Stock t! ieliverable upon the exercise of such Warrant would have 


been entitled to receive upon such consolidation or merger 


Fractional shares of Common Stock will not be issued upon exercise of Warrants, but General 
will, in lieu thereof, either make a payment in cash based on the exercise price of the Common Stock 
purchasable upon the exercise of the Warrants, or issue scrip certificates (of such duration as determined 
by the Board of Directors) evidencing such fractional interest, which certificates may be combined and 
exchanged for shares of Common Stock of General 


Warrants will be exercisable upon presentation and surrender thereof together with the Subscription 
Form thereon duly executed at any time on or before January 31, 1979, at the corporate trust office of 
Franklin National Bank or Union Bank (the “Agents”), and upon payment of the exercise price. 
Warrants may be divided and the transfer thereof may be registered at the corporate trust office of the 
Agents. The right to subscribe to all or Jess than all of the shares covered by any Warrant may be trans- 
ferred. Until a Warrant is exercised, the holder will not be entitled to any of the rights of a shareholder 
of General. 


General intends to apply for listing of the Warrants on the American Stock Exchange and on the 
Pacific Coast Stock Exchange 


DESCRIPTION OF DEBENTURES 


Set forth below is a description of the basic terms of the 7% Subordinated Debentures due January 
31, 1994 (“Debentures”). The statements under this caption relating to the Debentures and the Inden 
ture between the Company and Franklin National Bank dated as of January 2, 1969 (“Indenture”), 
copies of which will be on file with the Securities and Exchange Commission, are summaries and do not 
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purport rovisions of the Indenture and the Debentures are incorporated herein 
by f re qualified in their entirety thereby 
n, Tue Debenture ble as registered Debentures withc xt coupons in denominations 
100 10 $1,000, multiples of $1,000 and such her denominations as the 
Maturity and Interest. The Mebentures will mature on January 51, 1994 and will bear interest at 
the rate of ; { r from a date in February, 1969, payable semi-annuaily on July 31 and January 31 
of each y ng July 31, 1969. Interest on the Debentures will be payable to the persons in 
whose nat the | ntures are registered at the close of business on the preceding July 15 or January iS 
The De re payable both as to principal and interest at an office or agency maintained by the 
Company in the Borough of Manhattan, New York, New York, and are direct unsecured obligations of 
the Cor 


Optional Redemption. The Debentures will not be re jeemable prior to January 31, 1974, and there- 


after will be redeen f the | { 1 whole or from time to time in part, upon not 
less than 30 d notice, at the redemption pri et forth below (expressed in percentages of the prin- 
cipal ar rether in each case with accrued interest to the redemption date during the 12-month 
period b nuary 31 of each of the following years 
Redemption hhedemption 

Year Price Year Price 

1974 10 1983 ' . 1024%% 

1975 10454% 1984 102 % 

1976 , 10414 % 1985 a 1014 % 

1977 10374 % iO es LOLYS 

1978 ; 103 4% 1987 ovccce MUUIGS 

1979 .. | 198s , ; 101 % 

1980 l 19GD wcccccvccsscoes 100% % 

1981 . 102% IGBD .ccccsees 100% % 

1982 1024%4% 1991 laweneesee 100% Yo 


and thereafter at 10U% 


The Indenture does not, however, preclude the Company from retiring Debentures through open 
market or ne uted transactior 


Subordination lebte evidenced by the Debentures (including principal, premium, if 
any, and interest) ubordinated in right of payment to all present or future Senior Indebtedness 
“Senior Indebtedness defined to mean (a) indebtedness of the Company for money borrowed, 
(b) indebtedness incurred by the Company in the acquisition of ar business, real property or other 
assets (except assets acquired in the ordinary course of the conduct of its usual business), (c) guarantees 
of indebtedness of subsidiaries at least 25% owned borrowed money, and (d) renewals, extensions 
and refundings of , indebtedness: unless in any case it is provided that the particular indeutedness, 
renewal, extension or refunding is not superior in right of payment to the Debentures. Senior Indebted 
ness excludes indebtedness represented by the Company's 6% Cumulative Income Subordinated 


Debentures due December 1, 1990, and 5% Convertibl Subordinate Notes due June 15, 1988 


In the event of any dissolution, winding up, total liquidation or reorganization of the Company 
(whether in bankruptcy, imsolvency or receivership proceedings, or upon an assigument tor the benefit 
of creditors, or any other marshalling of assets of the Company or otherwise) all Senior Indebtedness 
will be paid, or provision made therefor in cash, before any payment ts made on the Debentures 


During the continuance of any default of which the Company and the Trustee shall have written notice 
on any Senior Indebtedness, the effect of which is to permit the holder of any such Senior Indebtedness 
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to de f t of su I ed no { uf principal of, pre 
n j f I reason © ibordination in the 
‘ t rs of enior Indebtedness or t th 
r Indebtedness but may recover more, rata 
The Company w prohibited from creating or incurring any subordinated cebt which is iperior 
in right of payment to the Debentu 
’ sed 1 7 ‘, ee a ' , 
bes ‘ ' 7 Dehe , 
the time t nd : pplen lent the r f tl ) 
f the De ! t end the fi if I Deb 
ture r re { un thereof i rate extend the time for payment of interest 
there r : f eof without the « ent of the holder of each 
Debenture so ed t Debentures, the consent of the holders 
of which is 1 ent of the holders of all Debentures 
then outstandi 
ives An “I failure to pay principal and premium 
if I ire to pay interest when due for 
1) days; t x OD days after notices ertain events 
f bankruy : \ iny subsidiary; and any default on any 
Funded Debt of the Compa t waived or cured and would permit 
acceleration of h | Trustee shall, within 90 duys after 
the occurrence lefault e of ali uncured defaults known to it 
the term defau is e periods) ; provided that, except in 
the case of default in payment otf | respect of the Debentures, the Trustee 
shall be prote in withholding mines that the withholding oi such 
notice is in the interest of the Deb 
The Company will be req it vithin 120 days after the close of each fiscai 
year a statement of certain office: é that a review of the activities of the 
Company has been made with a r its obligations under the Indenture have 
been complied with and as to whet! I 1 knowledge of any default under the 


Indenture during such fiscal year 


Rights on Leja The 7 f f the 


Debentures will be authorized to 


declare the princi; pay if the happening of any Event of Default 
specihed in the ! the f t i it the Debentures ire authorized to waive any 
default, other than a t in| nent of princi; rest or premium, and rescind such declaration 
if the default is cured e pt fe re relating to the dutids of the Trustee 
the Trustee is under no obliga to exer rights or powers under the Indenture at the 
request, order or direction of ar tf the Debentur l ess such D«bentureholders have offered to 
the Trustee reasor ibject to lor indemnification, the holders of a 
majority in prin int of the Debentures at t! nding have the right to direct the time 
method and place of conducting any proceeding for any remedy available to the Trustee exercising 
any trust or powe ferred the Trustee 


Aggregate Principal Amount. There will be no limit as to the aggregate principal am 


Debentures to be é n ¢ to time under the Indentur The Company may issue Debenturé 
for purposes other than the Exchange Offer. Holders of all Debentures issued under th indenture 
will be included in the same class for the purpose of ascertaining all rights and obligatior i i 
the Indentu 

Exchange Listing. The Company intends to apply for listing of the Debentures the New York 


Stock Exchange and on the Pacific Coast Stock Exchange 
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LEGAL OPINIONS 


¢ Debentures and Warrants offered hereby are being passed 


" Lovejoy, Wasson, Lundgren & Ashton, 250 Park Avenue, New 
, f Dealer M gers by Messrs. Holtzmann, Wise & Shepard, 30 Broad 
t LO004 1G eld, Charak, Tolins & Lowenfels, 711 Fi Avenue, New York. 
. ty)? 
yew LO 


EXPERTS 


of General Host Corporation included in this Prospectus and 
in the Registration Statement have been so included 


the sche ided in or rporated by reference : 
or incorporat the Company in reliar uf and to the extent set forth in the ypinion of Price 
Waterhouse & ( ndependent accountar nd Bogue, Compton & Vass, independent accountants, 
and » wut t f said firr AS experts in auditing and accounting 
34 
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OPINIONS OF INDEPENDENT ACCOUNTANTS 


To the Directors and Stockholders of 
General Host Corporation 


In our opinion, based on our examination and the reports mentioned below of other independent 
accountants, the accompanying consolidated balance sheet and related consolidated statement of 


retained earnings, together with the consolidated statement of income appearing elsewhere herein, 
present fairly the financial position of General Host Corporation and it bsidiaries at December 30, 
1967 and the results of their operations for the five fiscal years then ended, in conformity with generally 
accepted accounting principles. These principles were consistently applied, except ‘ur the change, 
which we approve, in the method of computing depreciation described in Note 8 to the consolidated 
financial statements. Our examination of. these statements was made in rdance with generally 
accepted auditing standards and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. We did not examine the 
financial statements of Li’l General Stores, Inc. for the four fiscal years ended October 29, 1966, 
which statements wer’ amined. by other independent accountants whose reports thereon have been 


furnished to us 


PRICE WATERHOUSE & OO. 


New York, N. Y. 
February 9, 1968 


(Except as to the merger referred to in Note 1 
for which the date is July 19, 1968 and Note 11 
for which the date is September 9, 1968) 


To the Board of Directors of 
Li’l General Stores, Ine. 


We have examiried the consolidated balance sheet of Li'l General Stores, Inc. and its subsidiaries 
as of October 29, 1966 and the related consolidated statements of income and retained earnings for the 
four years then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly inmchided such tests of the accounting records and such other auditing pro- 
cedures as we considered necessary in the circumstances. 


In our opinion, such financial statements (not presented separately herein) present fairly the con- 
so.idated financial position of Li’l General Stores, Inc. and its subsidiaries at October 29, 1966 and the 


results of their operations for the four years then ended, in confortaity with generally accepted accounting 
principles applied on a consistent basis. 


BOGUE, COMPT‘ 


Tampa, Florida 
December 8, 1966 
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Decernber October 
3, i967 5, 1968 
Current Assets (unaudited) 
Cash eee . ‘ pis ; a“ . eaK eee eT eee $ 8,765,665 $ 7,278,576 
Short-terr 1 other marketable securit at cost which approximates market —— 4,170,845 
Receivab! *ss allowance for doubtful accounts of $172,000 and $219,090. respectively 9,317,307 11,217,449 
Inventori ~, the lower of average cost or market (Note 4) .......0  ceeeeceeess 8,029,156 8,072,616 
PUGDRNE CREO 66555 sic cacsicciies Beatosrery de cckenteens MOAetEnane SeaeneTete 921 734 956,211 
ROG GerrOt RONES. FSi sie ad ei nd Sn He oe ck OE EET CATERED ATR RR ARENT OR 27 7,03 3,862 31,695,697 
Investments and Other As es ini 
Investment Uncle John’s Restaurants, Inc., at cost earennts quoted market 
value $4,900,000) (Note 2) . : Se Puaveth Es MAaae CERN eCiaae 3,156,625 _- 
Investment in Armour and Company, at cost (approximate quoted market value 
$7,759; (Note 2) Vi eae = 9,450,000 
Other investments and miscellaneous assets .........0.. cece ceccescccceccevcceecs 1,566,614 1,193,330 
Total investments and other assetS .......cccccoccccccccceassccevccce 4,723,239 10, 643, 330 
Property and Plant, at cost (Note 8) 
eee fe aoe Soanenearegre 3,441,725 3,215,987 
Buildings, Machinery and Equipment I iT preciation ‘of $54,451, 078 
and $56,335,177, respectively 0.2.0.0... cece eee cee te ree eeeeeteeenseeseeeeenees 36,468,770 37,922,775 
Net property and plant ............ ce esse cec cree resereeseeneeceees 39,910,495 41,138,762 
Cen 1 We ane 1) aoa ga sce ors Fan ee caine dhe 0G Sade Gewedeenremneesineees shod 409,254 388,254 
$72,076,850 $83, 866, 043 
LIABILIT STOCKHOLDERS’ EQUITY 
Current Liabilities: 
Accounts payable .........cccceece cece cee e een eee ner en een sree seen ease ee ee aes $ 7,742,408 7,046,473 
Accrued Expenses 0.00.0... cece cee cece renee eee e eter rr snseeeeeaseasesseeresaes 3,801,753 3,369,056 
Current portion of long-term “debt (Node SS) coi cccactookastacevdinnnekastascseess 2,076,536 2,559,960 
Federal income taxeS .......0 cece ccc e ccc e er eres s ees ase eneseeesseeeseeseeeees 812,280 re 998,146 
Total current liabilities .........cce cee ecereceencereereeeseneeveoonns 14,432,977 13,973,635 
Long-Term Debt: (N | | 
Notes payable to insurance companies a CDRAs Se Aedagameseeneee nba 9,400,000 9,400,000 
Notes payable to ban! . praes A RAE OCTET NUR? Te La 3,500,000 9,650,000 
6% cumulative income subordinated debentures, due December 1, 1990 ......-++-++ 9,284,500 9,284,500 
Other DY Sora oh Oe ahs EG ACERS E RS PLES UOHG UA CECREECESAE CREE EDM RERER ED 2,619,470 2,232,743 
Total long-term debt ........:.ceeceeee errr ececereeneneeeeeseansens 24, 803,970 30,567,243 
Deferred Federal Inc Tax We tO errey PETC T TS Tree eee CT CTS 758,763 970,916 
ized Excess of Equity i Iet Assets of Subsidiary Companies over Cost 
bari nT va Zn . be se cee ; 2 ee ae aaa . - ; 940,747 798,780 
Commitments and Contingent Liabilities (Notes 10 and 11) 
Stockholders’ Equity : 
Common stock, $1.00 par value, authorized 5,000,000 shares, issued 2,346,072 and b 
2,550,872 shares, respectively (Note 6) ....cececcr cee csteceecrssnceeeeenenesone 9,085,244 . 
Capital in excess of par value (Note 6) .....--ececseeesreseeecnecserteseeeeeees 2,366,714 } 
Retained earnings per accompanying statement (Note §) ..cccccccererrccvccccccess 19,688 
31,14 49,795,469 
Less—-Cost of 63,000 shares of common stock in treasury (Note 6) 240,000 
Total Stockholders’ Equity Dddviedpethhheese Cea OaINS 31,140,393 37 169 
$23 R66 043 
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STATEMENT OF RETAINED EARNINGS 


Fiscal Year Ended Proximate 


to December 31, 


1865 1966 


Retained earnings at beginning of period 


Net income (loss) per consolidated statement 


General Host ‘ 


orporation 


Cash dividends on preferred stock ($4.50 per s 426,958) 
Cash pa toc (231,1 
Li'l General S 
‘ash divide I xk (106,414) 
N if I General 
month mber 31, 1967 (N 1) 
Retained earnings at er f 1 ( 5S) $ ‘ 341 7 $17,154,324 
(1) Restated to give effect t é a € a tm l Note (d) to the con 
Note 3 to the consolidated fi 1 state 
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1967 
$17,154,324 


> 713.924 


19,868,248 


(179,813) 


$19,688,435 


a) 
oO 
tw 


@ Weeks 
Ended 
October 5, 
18 

naudited) 
$19,688,435 
3,182,096 


"22,870,531 


(90,219) 


165,287 


$22,945,599 


olidated statement of income and 
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GENERAL HOST CORPORATION 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1—Basis of Consolidation 


The consolidated financial statements include the accounts of the company and all of its subsidiaries. The company’s 
equity in the net assets of the consolidated subsidiaries, as shown by their books, exceeded its investment therein at 
December 30, 1967 by $1,719,842 of which $779,095 is included in retained earnings and $940,747 is included in 
unamortized exce f equity in net assets of subsidiary companies over cost in the consviidated financial statements. The 
comparable amounts at October 5, 1968 (unaudited) were $2,573,754, $1,774,974 and $798,780, respectively. 


On October 5, 1966 the company purchased from The Goldfield Corporation all of the issued and outstanding stock 


of Yellowstone Park Company and Everglades Park Co. Inc., and certain assets comprising the Frontier West project 
The acquisit was treated as a purcl for accountir rposes and, accordingly, the results of their 1966 operations 
were included in the 1966 « jidated statement of ir e from the date of acquisition. The $1,395,175 excess of the 
equity in net assets at the dat sisitior r the company’s cost was recorded as a deferred credit in the balance 
sheet. Amortization of s x nm af armour ivalent to the loss of $336,834 from the date of acquisition to 


December 31, 1966, was included in income for 1966 and the balance is being amortized over a period of nine years 
from Jant l 7 


In January 1 mpany agreed to acquire all of the capital stock of Utah Parks Company in exchange for 
shares of the company mmon stock. The number of shares to be issued will be based on the net asset value of 
Utah at the date of closing and is presently estimated to be 37,500 shares. The consummation of this transaction, is 
contingent upon Utah entering into a new concession contract with the National Park Service which is satisfactory to 
the company. Based on unaudited financial statements, t iles and net profit of Utah for the ten months ended 


October 31, 1968 were approximately $1,772,000 and $23,000, respectively. 


On July 19, 1968 the company issued 661,279 shares of its common stock in exchange for all of the outstanding 
shares of Li'l General Stores, Inc. on the basis of nine-tentl f a share of General Host stock for each share of Li'l 
General stock. The transaction has been accounted for as a pooling of interests and, accordingly, the accounts of the 
two companies have been combined for al! periods prior to the merger. The results of operations for the unaudited 
40 week period ended October 5, 1968 includes the operations of Li'l Generz! Stores, Inc. for the 40 weeks ended 
October 5, 1968 and the results of operations f year ended December 30, 1967 includes the operations of Li'l 
General Stores, Inc. for the fiscal year enck tot 1967. Accordingly, Li’l General's net income of $165,287 for 
the two months ended December 31, 1967 has be redited directly to retained earnings and has not been included in the 


consolidated staternent of income 


Goodwill represents the excess of cost over net book value at dates of acquisition of subsidiaries of Li'l General 
Stores, Inc. and is being amortized over periods ranging from 15 to 18 years, representing the remaining composite life 
of the store leases acquired 


NOTE 2—Investments 


During 1966 and 1 the company purchased 917,875 shares of the common stock of Uncle John’s Restaurants, Inc., 
representing approximately a 41% intere On August 26, 1968, the company sold its entire holdings and realized a 
gain of $818,270, after related federal income tax of $365,000. The company has guaranteed bank loans of Uncle John’s 
up to a maximum of $400,000 


On August 16 and October 15, 1968, the company acquired 150,000 and 600,000 shares, respectively, of the common 
stock of Armour and Company from Gulf & Western industries, Inc. for cash in the amount of $44,400,000 and a ten 
year warrant to purchase 175,000 shares of the company's common stock at $30.00 per share. The number of shares 
issuable under tt! irrant and the purchase price thereof have been adjusted to 184,405 and $28.47, respectively, to 
reflect the dilution resulting from the issuance in October 1968, of $47,400,000 of the company’s 5% convertible subordi- 
nate notes. For accounting purposes, the warrant has been assigned a value of $1,050,000 and the cost of the investment 
in the stock of Armour and Company increased thereby. During the period from November 1, 1968 to December 2, 1968 
the company purchased an additional 252,500 shares of common stock of Armour and Company on the open market at an 
aggregate cost of $14,832,259 or $58.74 per share 


NOTE 3—Disposal of Unprofitable Facilities 


In 1965 the Company established a reserve for estimated losses expected to result from the program for the 
discontinuation of unprofitable operations and the disposal of idle facilities in the amount of $4,398,269, less related 
federal income tax reductions of $1,907,000. Aggregate charges to the reserve, representing losses on disposal of 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


1 | t ed to $391,269 in 1965, $1,273,000 in 1966 and $480,305 in 1967, all net of related 
f ler al 
Lo rred mn nm Vv € program h has now been completed, have been less than original 
estimates and t t remaining balance of $624,695, le related federal inco tax reductions of $278,000, 
has been credited d a retroactive adjustment of the 1965 provisio 


NOTE 4—lInventories 


Inventories used in the determination of cost of sales were as 1 
Raw Finished 
Materials Supplies Products Total 
December 26, 1964 $ 1 $2,386,779 $2,444,101 $7,051,781 
December 25, 1 1,998,895 2,218,330 2,937,142 7,154,367 | 
Decem! 3], 196 1,856,186 1,986,597 3,817,413 7,660,196 
Decembe ) 1,749,997 2,140,913 4,138,246 8,029,156 
October 5, 1968 (una 1,746,423 2,097,843 4,228,350 8,072,616 


NOTE 5—Long-Term Debt 


The notes payable to insura ym pa bear inte 14% and are payable in annual instalments of $800,000 
to 1977 with the balance of $2,200,900 due in 19 


The 6% cumulative ince nated deber ut biect to redemption through the operation of a sinking 
fund beginning in 1971 at the rate of $450,000 pr ula t each year 

The loan agreement relating t e 5% tes payable and the indenture relating to the 6% cumulative income 
subordinated debentures contain certa relating to the payment of dividends, the incurrence of additional 
indebtedness and the maintenance of wor tal, as well as int t and sinking fund requirements on the deb ntures. 
As of December 30, 1967 and Oct widited proximately $2,561,000 and $3,503,000, respectively, of 
retained earnings was not restricted t ¢ payment of dividends or interest on the debentures. 


The notes payable to bank bear interest at the rate of 1% above the lending bank’s “prime” interest rate and are 
payable in quarterly instalments of $250,000 each, beg g September 15, 1968 


Other long-term debt includes notes payable of Yellowstone Park Company in the amount of $700,000 secured by 
the pledge of its assets having an approximate book va ue of $5,400,000 at December 30, 1967. 


At October 5, 1968 t ageregate maturities of long-term debt and sinking fund requirements for the years 1969 
through 1973 were . } 


1969 . : coepedvisonss  Qaoeauee 
1970 5 seneadens rye ona ee 

i ee ; jae Seaues ‘ se + socence Queene 
1972 . peidevdevennene ; , .. 2,491,000 
1973 Ki eavaubetaens nate 1,961,000 


During October 1968 the company sold at par $47,400,000 of its 5% convertible subordinate notes due June 15, 1988 
The notes are convertible at any time into an aggregate of 1,755,555 shares of the company’s common stock at the rat 
ot $27.00 per share. The company may, at its option, prepay the notes in whole or in part upon payment of a pr 
of 5% to June 15, 1969 and at reduced amounts thereafter 


On November 1, 1968, the company entered into a loan agreement with a group of banks under which the com; 
may berrow up to $20,000,000 on or before March 31, 1969 to purchase shares of common stock of Armour j 
Company. The borrowings will bear interest at the rate of 1% above the prime rate and be payable $500,000 quarterly 
beginning May 1, 1969, with the balance payable on November 1, 1973. In addition, be, ng in 1970, the compa 
recuired to make prepayments equal to 25% of the excess of net income, as defined, over the 
of the company’s long-term debt. The agreement further provides that the company will not borrow in excess of 
$6,000,000 of additional debt, unless satisfactorily subordinated to borrowings «under the loan agreement 


ual payments A 


2 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


NO" 6—Common Stock 


! tock and capital i oxcess of par value accounts during the three years and unaudited 
40 weeks ended ( 1 1968 re as follows aed Capital te 
- -- ~ Excess af 
Shares Amount Par Value 
3alance December 64 . 1,606,745 $8,033,725 $ 13,865 
Stock options exercised ee 12,125 60,625 6,111 
Balance December 25, | sesesee 1,618,870 8,094,354 19,976 
Excess of proceed c of treasury st i ued under stoc 
options . ia — — 16,788 
Balance December 31, 196¢ 1. 1,618,870 8,094,350 36,764 
Stock options exercised 34,135 170,675 122,191 
Shares e for stock of Uncie J I uurants, I: 31,788 158,940 $76,811 
Balance De . 1,684,793 8,423,965 635,766 
Shares issued i t il Stores, In 661,279 661,279 2,090,948 
Estimated « nse fr th I Ge es, |i = = (360,000) 
Balance De.uaber 3), 1967 as 1 i for pooling of rest boven 2,346,072 9,085,244 2,366,714 
Conversion of Li'l General Stores, I iebent a t ; . - 100,000 
Additional exper of merger I ; al Stores, In ; , - — (19,544) 
Stock options exercised R 000 14,000 63,456 
Reduction of par value from $ to $1.00 p . (6,748,372) 6,748,372 
Shares sold in public offering 200,000 200,000 3,990,000 
Issuance of warrant to purchase comn — 1,050,000 
Balance October 5, 1968 (unaudited) .. 2,550,872 2,550,272 $14,298,998 
Transactions in the treasur tock t during the three years and unaudited 40 weeks ended October 5, 1968 * 
were as follows: 
Share Amount 
Balance December 28, 1964 and December 25, 1965 .........e0ee0- 28,990 $ 256,441 
Shares purchased during year Lcahetbomaibe 10,000 157,949 
Shares sold g year obeaee (7,000) (61,950) 
Stock optics é d ‘ ischadeavedresadeownas (12,575) (111,289) 
Balance | 31, 1966 19415 —«-24, 151. 
Stock options exercised eae scovessvecvencesostecves (19,415) (241,151) 
Balance December 30, 1967 er sonkenewenane < — 
Shares acquired in connection with merger of Li’l General Stores, Inc. 63,000 2,240,000 AL 
Balance October 5, 1968 (unaudited) ............ pinenetedewsd 63,000 $2,240,000 


On March 28, 1968 the company’s certificate of incorporation was amended to (a) increase the authorized common 
stock from 2,900,000 to 5,000,000 shares, (b) reduce the par value of the common stock from $5.00 to $1.00 per shar 


and (c) reduce the stated cay at December 30, 1967 to $1,684,793, revresenting the par value of the shares outstanding 
On July 11, 1968 the cor rtificate of incorporation was a nended to author ce the issuance of 1,000,000 shares 
of $1.00 par value preferred und on October 10, 1968 the certificate of inex ration was further amended t 
increase the authorized common stock of the Company to 10,000,000 shares. 
Under the company’s Qualified Stock Option Plan, optious may be granted to key employees at not less thar 
the fair market value of the company’s stock on the date of grant. The options become exercisable after one year 
employment ard expire five years after grant, but are not exercisable so long as there is outstanding any exercisable 


option previously granted if the option price on the previously granted option is higher than the option price of the 
new option. At Ociober 5, 1968 (unaudited) 63,000 shares were available for granting additional options 


40) 
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4 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 
arizes data ming stock options 
oO 4 suit 
Fair value at 
Option price date of grant 
Granted Nuemert OOOO”, — CC” nn ee ~ 
Shares Per Share Total Por Share Total 
1965 25,500 $ 8.19-$13.75 $ 239,37 $ 8.19-$13.75 $ 239,375 
1966 31,500 16 19.63 x 16 19.63 567,188 
1967 : 6.700 26.94 181 26.94 180,481 
1968 rrr j 10 31.75- 33.81 1,0 138 317 33.81 1,053,938 
6,700 $2,040,982 $2,040,982 
The number of " ‘ { t j t exert le dur 1%¢ 1966, 1967 and 1968 as 
follo 
Petr value ut 
Year Option price date exercise Me 
becom. Number of a 
exercisable Shares Per Share Total Pe Share Total 
1965 4.278 $ 6 $250 $ Aw) $ 8 50-$11.13 $ 45.213 
1966 755 6.7 ) 14.50- 19.63 $1,209,625 
1967 4,2 8.19 ; ? 16.00- 36.00 $ 756,728 
1968 (unaud ted) 1.000 $ 9 ) 31.75 $ 952.500 
The number of shares with respect to v yptic , ex 1 during 19¢ 66, 1967 and 1968 as follows 
Fair value at date 
Option price exercised 
Yera Number of ————————— 
euercise Shares Per Share Total Per Share Total 
1965 ‘ see e« 12,12 $ ¢ $ 7.25 $ 86,969 $ 9.13-$15.13 $ 174,257 
1966 . ‘ 12,575 6.75- 13.10 $ 92,026 13.81- 21M $ 235,136 
1967 . 63550 72 1963 . il yi 16.13- 40.13 $1,286 494 
1968 (unaudited) + BOK 13.75- 26.94 ¢ 1456 .12- 37.12 $ 162,381 
No ounts | l 1 } sare t of the grant or exert c of these options 


NOTE 7—Federal Income Taxes 


Federal income taxes for 1966 and 1967 and the unaudited 40 week _— ended October 7, 1967 are based on the 
results of operations for , ble periods, whereas the pany’s actual tax liability for those periods has been 
reduced by $1,104,000, $228 ancl $248,000, respectively, a f the current deductibility for tax purposes of 
losses incurred in the d somal of unprofitable facilities which were charged to the reserve provided therefor in 1965. 


Included in federal income taxes for 1967 and the unaudited 40 week periods ended October 7, 1967 and October 
S, 1968 are deferred taxes of $593,000, $418,000, and $406,000, respectively, resulting from the use of accelerated fepre 
ciation methods for tax purposes and the straight-line method for financial reporting purposes. 


The company follows the flow-through met! xl of accounting for the investment tax credit rdingly, federal 
income taxes for 1964, 1967 and the unaudited 40 week periods ended October 7, 1967 and October 5, 1968 have been 
reduced by $281,000, $136,000, $138,000 and $576,000, respectively, representing the amount of allowable credit for the 


respective perio At December 30, 1967 and October 5, 1968 (unaudited), the « ‘ ed investment tax 
credit carry-overs amounting fo approximately $600,000 and $144,000, respectively, availab le for tax reductions. 
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GENERAL HOST CORPORATION 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


NO" Property and Plant 


Decers) ar 38, October 5, 
in? 1968 


Property and Plant comprised (unaudited) 
Buildings ; ee $31,143,655 $31,06! 814 
Machinery and equipment $5,192,960 46,035,698 
Automobiles and tr 1L0138 10,473,524 
Construction in progress BOR, 287 3,007,714 
Leasehold improvement 2,761,089 3,079,202 
90.919. 848 94.257.952 
I Accumu depre I 1 amortization 54,451,078 $6,335,177 
36,468,770 1,922,775 
i 344 3,215,967 
$39,910,495 $41,138,762 
Effective January |, ! ¢ y, for financial reporting purposes, changed from an accelerated method to the 
straight-line method f ‘ tinu to use accelerated methods for tax purposes. This change 
had the effect of decr lepre Cx t by approximately $1,150,000 and, after provision for 
deferred federal income tax using ne a ately $600,000 or $26 per share 
Amortization of leasehold ment ! th t the respective leases, or the useful life of the 
respective assets, if shorter. The es ted | ting lepreciat provisions are as follows 
B 10-50 years 
Machinery i 3-14 years 
Automo 4- 6 years 
Expenses for maintenance and re charged against current operations. The costs of 
renewals and betterments are capit 
Upon normal dispositions of et y c rves for depreciation and obsolescence are maintained, 
the cost of the a le ‘ ecov , the reserve for depreciation. In the case of abnormal 
disposition of assets or the sa r retire posite reserves are not maintained, the cost of the 
assets and the related accumulated dey t minated from the accounts and the resulting profit or loss is 


included in income 
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GENERAL HOST CORPORATION 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


NgQ ‘Employee Retirement Plan 
mtributory retirement plan for the benefit of all eligible employee Based on the 
1 pendent consulting actvary, the plan was fully funded at December 30, 196/ ar 1 Octot 5 
1968 ‘ ed), ands tribution to the fund or charge to income was required d g the three years and j 
40 weeks ended October 5, 1968, since the amount of the normal cost for each pe 1 was offset by actuar R 


NOTE 10—Commitments 


At October 1908 (u ed) the company was party to vari l cs W minimu yregate rentals of 
mately $29,193,000 payable over varying periods with an approximate a sal cost of § 100 ) and 4 
amounts in subsequent years 

Under it ntract with the National Park Service, Yellowstone Park Compa ut October 1968 naudited 
was committed to expend ar ite of not less than $7,800,000 by June 30, 1975 on t onstr n and renovation 


of park facilities 


NOTE 11—Litigation 


U r ly t t lant everal lawsuit the pi ft i manage 
is named a : rt } t ( el, the 
actions will nat have any material verse effect on the company’s financial position 


NOTE 12—Supplementery Profit and Loss Information 

* 40 Weeks 

Fiscal Years Ended 
October 5, 

196s 1906 1967 1968 
Maintenance and repairs, charged t (unaudited) 
Cost of sales and service $2,864,227 $2,440 4()7 $3,104,663 $2,288,991 
Delivery, selling, advertising and administ e expense 4,470,494 755,370 4,130,600 2,453,725 


$6,334,721 $5,195,777 $6,235,263 $4,742,716 


Depreciation and amortization, charg: 
Cost of sales and service $3,153,948 $2,614.00 $2,419,505 $2,245,952 
Delivery, selling ivertising and administrative expense 1,865,124 1,524,488 1.594.180 952 051 


$5,019,072 $4,168,495 $4,013,685 $3,204,003 


Taxes, other than federal income, charged t 
Cost of sale nd service $2,000,129 $2,040,603 $2,153,572 $1,853,275 
Delivery, selling, advertising and administrative expense 2,002,478 1,886,938 2,295,172 2,140,0° » 


$4,002,607 $3,927,541 $4,448,744 $3,993,313 


Taxes, other than feter me, ( prise 
Unemployment i: und federal old age benefits ‘ $2,748,019 $2,786,080 $3,146,760 $2,636,426 
Real estate and personal propert ; ° . eae 5 O98 81,323 854,408 755,268 
Auto, selling licenses and miscellaneous 499,490 160,138 447,576 601,619 


$4,002,607 $3,927,541 $4,448,744 $3,993,313 

Rents and royalties, charged to 
Cost of sales and service " $1,182,530 $1,480,787 $1,848,872 $1,358,374 
Delivery, eellir tvertising and administrative expense 4,193 4.310.070 4.276.502 3.708.478 


$4,155,723 $4,790,857 $6,125,374 $5,066,852 


There were no management and service contract fees 


Note—Depreciation and amortization shown above include the following an ts relating to facil 
Piecal Year 
ives 
Charged to —. 
Cost of sales and service $548,450 
Delivery, selling, advertising and administrative expense 261,555 
$810,00 


It was not practicable to determine maintenance ani repairs, taxes, other tha 
royalties applicable to those facilities disposed of. The information for 1966, 1967 a ex 
to euch facilities. 
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ANNEX A—DESCRIPTION OF ARMOUR AND COMPANY 


Note: Because Armour has declined to provide Genera! Host with information concerning 


iteelf, (although it has indicated that financial information may be available at a later 
date) the following information drawn from the most recent publicized sources may 
be incomplete or misleading and General Host can make no representation concerning its 
accuracy or completeness. 


Description of Armour’s Business 


Armour has described itself in a Registration Statement filed with the Securities and Exchange 


Commission which became effective on May 3, 1968, as follows : 


“[Armour] was incorporated under the laws of Illinois in 1900, and by merger into a sub- 
sidiary in 1960 became a Delaware corporation. Its business is divided into eight major segments, 
one of which it operates under the trade name, “Armour Foods,” and seven of which are incorpo- 
rated as wholly-owned subsidiaries. The subsidiaries are Armour Agricultural Chemical Company, 
Armour Grocery Products Company, Armour Industrial Chemical Company, Armour Industrial 
Products Company, Armour Leather Company, Armour Pharmaceutical Company and Baldwin- 
Lima-Hamilton Corporation - 


“Armour Foods slaughters livestock and processes and buys and sells meats and animal products 
and their by-products. Armour Foods also manufactures or processes and buys and sells other 
food products, including poultry, eggs, butter, cheese, vegetable oils, margarine, salad oil and 
shortening. It is divided into two major operations One consists of processed meat products, dairy 
and poultry products, and food service operations; the other consists of fresh meat and related 
nroducts. Armour Foods markets its products under a number of trademarks, including “Armour 
Star,” “Golden Star,” “Ham What Am” and “Cloverbloom.” 


“Armour Agricultural Chemical Company is a major factor in the production and marketing 
of fertilizers. It is largely self-sufficient in the three basic fertilizer raw materials with its wholly- 
owned sources of phosphate and nit ogen and {Armour’s] joint venture interest in a Canadian 
potash mining operation. It also markets ammonia and nitrogen solutions, ammonium nitrate, anhy- 
drous ammonia, ammonium phosphate, triple-superphosphate and ground phosphate rock, along 
with a complete line of insecticides, weed killers and fungicides for agricultural use. These products 
are marketed primarily under the tradernarks of “Vertagreen” and “Armagard.” For further infor- 
mation concerning Armour Agricultural Chemical Company, reference is made to the second para- 
graph under the caption Recent Developments. 


“Armour Grocery Products Company manufactures and markets soaps, detergents, shampoos, 
glycerine, industrial and household floor waxes, household ammonia, spray fabric sizing, and pizza 
mixes. It also markets shelf-size canned meats and pet foods which are manufactured by Armour 
Foods. Among its trademark items are “Dia!” soaps and shampoos, “Princess” complexion soap, 
“Chiffon” liquid detergent, “Bruce” waxes, “Parsons” ammonir, “Magic” spray sizing, “Appian 
Way” pizza mixes, “Treet” and “Armour Star” canned meats and “Dash” pet foods. 


“Armour Industrial Chemical Company produces and markets, primarily for industrial use, fatty 
acids, esters, nitrogen derivatives and other organic and inorganic chemicals, resins and polymers. 


“Armour Industrial Proauete Company manufactures and mat xets coated abrasives, adhesives, 
bonded fibres, capliner and other resin coated products and pressure sensitive tape products. 


“Armour Leather Company tans hides, and produces and markets shoe and specialty leathers 
and jeather by-products and ~whstitutes 


“Armour Pharmaceutical Company manufactures and markets ethical pharmaceuticals, includ- 
ing hormones, enzymes, hematologicals, and cardiovascular and nervous system drugs; veterinary 
biological pharmaceuticals ; and antacid and antiperspirant ingredients. Its products include hyroid 
and the trademarked items “Chymar,” “Chymoral” and “Biozyme” (systemic anti inflammatory 
enzyme preparations) and “Acthar Gel” ( ACTH). 
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< ma-Hamilton Corporation manufactures and markets construction equipment, heavy 
machi 1 industrial equipment, and a line of electronic equipment. It is divided into four 
major segments The Indust: ipment Division manufactures heavy equipment such as 
hydraulic turbines, hydra pre governors and valves, ship propellers, pumps, heat exchangers 
f systems. The Standard Steel Division manufactures weldless rings and flanges 

! ulties. The Construction Equipment Division manufactures a line of highway con- 
truct machinery and builds equipment for lumbering, mining, building construction and road 
maintenance. BLH Electror Inc. manufactures equipment for the electronic measurement of 


se 


weight, pressure, strain and torque 


[Armour] is the second largest meat packer in the United States according to published 
industry statistics. [Armour] believes that it is also among the leaders in the field of agricultural 
chemicals; household ‘soaps; fatty chemicals; hydraulic turbines, governors and valves; ship pro- 
pellers ; electronic force measurement equipment and desalination systems. Conditions in all major 


segments of [Armour's] busin are highly competitive uring the 1967 fiscal year, Armour 
Foods’ livestock slaught roximated 109 of the total federally inspected slaughter of cittle, 
hogs, lambs and <¢ thou er ent years Armour Foods has accounted for more than 
74% of the volume of business of [Armour] the other [Armour] groups have in each such 
year accounted for more tha % « mour's} earnings and now represent more than 60% of 
| Are 


‘Recent De ciopment 


“On January 15, 1968, Gulf & Western Industries, Inc. (G&W) informed [Armour] that it 


had acquired 9.8% of the outstanding comn f [Armour] and suggested a plan of consoli 
dation of the two corporations, whereby the ! of [Armour’s] common stock sw nuld receive, 
for each 2.25 shares of [Armour’s] com: ve share of 324% preferred stock convertible into 
1.648 shares of G&W common plus, for each share of [Armour’s] common, 275 of a warrant 
to purchase a share of G&W cor re. [Armour] promptly initiated economic and 
legal studies of the proposal a lent financial and legal advisors to do the same 
While the tudies were n February 5, 1968, G&W informed [Armour] that 
in view of present unfavor G&W had suspended consideration of a merger 
with [Armour] A gly ' | suspended i tudies, and the proposal has not come 
before the Lioard of Directors of [Armour] for its consideration. A letter of inquiry by the 
U. S. D partment of J istice concerning ti rope | }as not been withdrawn, however, and the 
information requested thereby is being ed 

“A deci i een mace to s¢ ted Sta ets and business of Armour Agricultural 
Chemical Company to United States Steel Corporation. The transaction has been approved by the 
Boards of Director thi f ibject to ¢ iance with legal requirements, and a 
definitive contract was executed on April 29, 1968. IE the le is consummated, the net realization 
to [Armour] will be in « yt $100,000,000, in cash, The business being sold represents 
approximately 7% of total sal nd 259 of total assets, of [Armour] and its cons. :dated 
subsidiaries, based upon fiscal 1967 figures. Taking into account the proceeds, the transaction will 
reduce total ; by approximat © and will re 1 non-recurring loss of approximately 
$13,000,000 ich will be reported as an extraordinary ¢ ge in the 1968 accounts. The earnings 
of the | eing 1, included he earnings of [Armour] and its consolidated subsidiaries 
tor the 1967 fiscal year, were negligible. Although the use of the proceeds has not been finally 
determined, it anticipated that a porti vill be used, at least initially, to reduce debt or the 
outstanding cay t f |Armour], or both, but that in the main the proceeds will over a period 
of time be invested in str ning [Armour's] existing businesses and in developing and acquiring 
new lines 

“Prior to January 9, 1968, [Armour] owned, through one of its wholly-owned non-consolidated 


foreign subsidiaries, a 50% interest in Armour Hess Chemicals Limited, a British corporation 
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rketing of fatty acids and nitrogen derivatives. On that date, 
its wholly- ed subsidiaries, the outstanding 50% interest 
f r 19 0 

phosphoric and sulfu cid plant was ted near Bartow, Floride in 1965 
rock fr rves in Florida were acquired 1964, 1965, 1966 and 196/ "mn 1967 
entered into with Freeport Sulphur Company in 1904, conveyed 
to it an { half intere 1 cert phosphate rock lands near Fort Meade, Florida, and 
commenced construction of a phosphate rock mine on the jointly owned properties, which mine will 
be ra " t ventur These assets ar’ business are included in those which are suvject 

to the wove mentioned sale to United Stat tee! Corporation 
In i und 1964 [Armour] and Pittsburg Plate Glass Company made subs ial investments 
in and to Kalium Chemicals Limited This equally owned Canadian corporation has 
construct es near Kegina ’ hewan, Canada, for the solution mining and refining of 
potash ( ommer egan 1 November. 1964, and a ibstantial portion is sold to 
{Armour nued to operate profitably in 1967 and remitted 
$500,900 + : { ta : le in prior year it also arranged a $20 million 
f the owne was repaid iditional $7,495,000. The balance of the 
b genet rpor ‘ For further information concerning 
Kalium operatior i properties, reference is made to the last paragraph under the caption 

Agricultural! f Py 

“In 1965 [Armour] j { with Shell Chemical Company Limited (a mer ver of the Royal 
Dutch/Shell Group) in tor R equ mpany, Shellstar Limited, to nanufacture and 
market wgricultural tert er chet " t United Kingdom Shellstar owns and operates 
plants at ell Haven on the TI es | t ‘ new nitrogen complex with a capacity to produce 
750,900 tons of straight and et fertilizers is expected to be on stream in 1969. For 
information concerning con with the financing of Shellstar, reference is made 


to Note 12 to the Finar 


“{ Armour] is collabor ’ i un industrial firm with a view to construction and opera- 
tion of an ammonia-ur pr tv ( icity to produce approximately 340,000 metric tons per 
| I 1 : i 
year of urea, at a site in & 


“Kalium and Shellstar operations and the Goa project are not presently included in the proposed 
sale to United States Steel Corporation, and no decision has been made as to the possible disposition 
of any of them 


“In 1964 ir] completed and put into operation near Aurora, Illinois, a continuous system 


plant for the n facture of Di oap, and, through a wholly-owned Canadian subsidiary, a fatty 
acids nitrogen derivatives plant in Saskatoon, Saskatchewan, Canada 

“Since 1963 [Armour] has acquired the assets of several small companies engaged, respectively, 
in the production and sale of antacid and antiperspirant ingredients for use by the pharmaceutical 
and cosmetic and toiletries industries, veterinary biolog °a! pharmaceuticals, capliner and other resin 
coated products, pressure sensitive tape products, and tne distribution of a spray fabric sizing house 
hold ironing aid, has acquired a small company engaged in the development of microwave processing 
equipment, and has acquired a line of floor wax und cleaner products sold unde: the trade n 
“Bruce” together with production facilities for such product 


“T Armour] sold it le Leatl.cr Division in September, 1964, its Sheepskin Leather Division in 
February. 1965, and its food oil refineries at Kankakee, I!linois, Chattanoogn, T «.nessee, and Fort 
Worth, Texas, in September, 1966 

“During the past fiv ‘ears [Armour] has put into operation two new packing plants in Sterling, 


Illinois, and Worthington, Minnesota, has acquired an existing hog processing plant in Sioux City, 
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ing and distribution center in Pittsburgh, 
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“Art Acricultural Chemical Company owns or controls through long-term leases two 
phosphat: ~ock ining properties, located in Florida, one of which is e,aipped with complete mining 
acilities, Based on drilling data, [Armour] estimates that, of its owned and leased phosphate rock 


reserves of 59.557.782 mineable tons, 43,462,782 mineable tons will average between 31.1% and 
v phosphorus pentoxide and are sufficient to sustain production of phosphate rock at substan- 

present rate for approximately 22 years. These estimates include one-half of the estimated 
rock reserves of 33,271,000 mineable tons with an estimate+ ;hosphorus pentoxide content of 31.40% 
mm the pr ies in which an undivided one-half interest | xs been conveyed to Freeport Sulphur 
Company pursuant to the joint venture agreements described above under the caption Recent 
Developments. Mining data on the remaining 16,095,000 mineable tons have not been fully 
developed. 


“During the years 1963, 1964, 1965, 1966 and 1967 the production of phosphate rock was 
1,859,000, 1,945,000, 2,369,000, 1,911,000 and 2,034,800 gross tons, respectively. The design 
capacity of the mine under construction and operated as a joint venture with Freeport Sulphur 
Company is 2,000,000 tons of phosphate rock per year. In 1964, 1965, 1966 and 1967 the proportion 


or gross tons of matrix mined to overburden was 53.67%, 63.0%, 55.8% and 57.4%, respectively, 
the proportion of phosphate rock produced to gross tons of matrix mined was 26.1%, 25.2%, 20.3% 
and 17.4%. respectively, and the average phosphorus pentoxide grades of rock produced were 


32.84%, 22.92%, 32.31% and 31.95%, respectively. It is estimated that the proportion of gross 
tons of matrix to overburden of the properties to be mined by the joint venture will be approximately 
10% and the proportion of phosphate rock produced to gross tons of matrix mined will be approxi- 


mately 22%. 


{On July 1, 1968, Armour completed the sale of its domestic agricultural chemical business. 
See page “ of this Proxy Statement.] 


“Kalium Chemicals Limited, a Canadian corporation owned equally by [Armour] and Pittsburgh 
late Glass Company, owns and operates facilities near Regina, Saskatchewan, Canada, for the 
solution mining and refining of potash. Commercial production of potash commenced in November 


of 1964. Production for the fiscal ye ended October, 1965, 1966 and 1967, was 470,000 tons, 
627,000 tons and 846,000 tons, respectively, of potassium chloride product averaging in potash the 
equivalent of 60% potassium oxide. From the drilling that has been done it is estimated that 


there are 950,000,000 tons of ore in place averaging 17.14% potassium oxide. It is further esti- 
mated that the solution mining method being used (which is the only feasible method for mining 
{Armour's] deposit) is capable of recovering 140,000,000 tons of such ore, from which 40,000,000 
tons of potash product (ie. potassium chloride) averaging 60% potassiuin oxide can be produced 


Drillings on which such estimates are based are on a portion of the property and such drillings 
did not delimit the extent of the or Mining to date indicates no change required in previous 
estimates of recoverable ore. There has been no material change in the amount of water required 


to produce a ton of product compared to original estimates 


“Grocery Products Plants: 


“Armour Grocery Products Company owns and operates a p!ont near Aurora, Illinois, for the 
manufacture of soaps and glycerine; a plant at Chicago, Illinois, for the manufacture of detergents; 
a plant at Bellwood, Illinois, for the manufacture of packaged pizza mix; and a household ammonia, 
floor wax and cleaner products plant at Memphis, Tennessee. It also leases and operates a house- 
hold ammonia plant at Clifton, New Jersey. Shelf-size canned mects and pet foods, distributed by 
Armour Grocery Products Company, are manufactured at [Armour’s] Omaha and South St. Pau! 
packing plants 


“Industrial Chemical Planis 


“Armour Industrial Chemical Company owns and operates a plant at McCook, Illinois, for 
the manufacture of fatty acids and nitrogen aerivatives of fatty acids and other industrial chemicals ; 
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a plant at Carpentersville, Illinois, which manufactures nitrogex derivatives of fatty acids and other 
indus chemicals; and a fatty esters plant at Philadelphia, Pennsylvania. It also leases a chemical 


‘house and distribution point at Lodi, New Jersey. A whol!;;-owned Canadian subsidiary (not 


idated) owns and operates a fatty acids nitrogen derivatives plant in Saskatoon, Saskatche- 


nad 
“ Abrasives, Coated Products and Adhesives and American Tape Plants: 
“Armour Industrial Products Company owns and operates an abrasives and bonded fibres plant 
at Alliance, Ohio; two coated products plants located at East Rutherford, New Jersey, and Saugus, 


California; two adhesive plants located at Philadelphia, Pennsylvania, and Chicago, Illinois; and 
leases and operates two pressure sensitive tape products plants at Marysville, Michigan, and Los 
Angeles, California. Adhesives manufacturing operations are also conducted at [Armour’s] Omaha 
and South St. Paul packing plants 


“Leather Piant: 


“Armour Leather Company owns and operates a leather tannery at Sheboygan, Wisconsin. 


“Pharmaceutical Laboratories 


“Armour Pharmaceutical Company owns and operates a pharmaceutical, bio-chemical and 
veterinary products plant near Kankakee, Illinois; a specialty pharmaceutical and cosmetic and 
toiletries chemicals plant at Berkeley Heights, New Jersey; and two veterinary products plants 
located at Lathrop, Missouri, and Elkhorn, Nebraska. 


“Construction, Industrial and Electronic Equipment Plants: 


“BLH operates two construction equipment plants located at Aurora, Illinois and Lima, Ohio; 
a heavy industrial equipment plant at Eddystone, Pennsylvania; an electronics force measurement 
equipment plant at Waltham, Massachusetts; a steel specialties plant at Burnham, Pennsylvania; 
and a light industrial equipment plant at Beacon, New York. The Waltham plant is held under 
lease ; the others are owned. 


“Microwave Processing Plant: 


“The Cryodry Corporation, a wholly-owned consolidated subsidiary of [Armour], owns and 
operates a plant at San Ramon, California, engaged in the manufacture and development of micro- 
wave heat processing equipment 


“Research Laboratories: 
“Armour Foods and each of the major subsidiaries of [Armour] has its own research facilities. 


“[Armour’s} and [its] consolidated subsidiaries’ real properties, other than those stated to be 
held under lease are held in fee, approximately 34% of the net book value of which is subject to 
the lien of {Armour’s] indenture of mortgage and deed of trust, dated January 1, 1923, as 
amended and supplemented, and the subsequent underlying indentures of mortgage and deeds of 
trust of certain of [Armour’s] subsidiaries.” 


Since the date of the foregoing description, Armour, according to information contained in an 
August 1, 1968, Offer to Purchase Common Stock of Armour and Company at $50 per share, has had 
the following changes: 


“On July 1, 1968, [Armour] completed the sale of its domestic agricultural chemical business 
The proceeds from the disposition of this business, after certain post-closing adjustments and collec- 
tion of retained receivables, are expected to total approximately $130,000,000. It is anticipated 
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that ths disposition will result in an extraordinary charge of approximately $13,000,000 in 
fArmou.'s} fiscal 1968 accounts. This charge is in addition to reserves established in prior years 
a: is net of the federal income tax reduction in the current year arising out of the loss on the 
sa). of the business. 


mn the date hereof, [Armour] is distributing to its stockholders rights to purchase 18.4% of 
the Common Stock of Armour-Dial!, which prigr hereto has been a wholly-owned subsidiary of 
[Armour]. Proceeds from this sale will go to Armour-Dial and will be used as set forth in Armour- 
Dial’s Prospectus dated today which contains information about this important part of { Armour’s]} 
business and about certain transactions between [Armour] and Armour-Dial.” 


Armour announced on August 13, 1968, that it would purchase 1,500,000 shares of its Common 
Stock at $50 per share pursiant to the offer mentioned above, which it would continue to hold as 
Treasury Shares 


Proposed Armour Acquisition 


On December 13, 1968 it was reported in: .e press that Armour and Company plans to make an 
exchange offer to shareholders of Williams Brothers Company (“Williams”), a Tulsa-based pipeline 
and pipeline services concern. In September a proposed merger of Williams with ACF Industries, Inc. 
was abandoned. In November a proposed combination of Williams with Irternational Minerals & 
Chemicals Corp. was abandoned. 


The announcement by Armour reported in the press was that Armour would exchange 114 shares 
of Armour common stock for each share of Williams’ approximately 2.9 million shares of common stock 
outstanding. 


On the terms announced, Armour would issue approximately 3.8 million shares of its common 
stock; which would dilute the percentage ownership of present holders of outstanding Armour common 
stock by approximately 62%. The proposed Armour exchange offer for Williams stock apparently would 
be conditioned upon acceptance by holders of 80% of Williams currently outstanding common stock. 


Under the rules of the New York Stock Exchange Armour would be required to obtain the approval 
of its stockholders for the proposed transaction with Williams stockholders. As of December 20, 1968 
Armour has not announced a record date for a stockholders’ meeting to act upon an exchange offer to 
stockholders of Williams. General intends to oppose any such exchange offer at any such meeting. 


Williams reported earnings for 1967, before extraordinary items, at $14.6 million or $5.57 per share 
of Williams on sales of $99.4 million. Williams reported nine months’ earnings in 1968 at $12 million 
or $3.60 per share of Williams on sales of $75.1 million, down from $12.5 million earnings or $3.78 per 
Williams share, for the comparable period in the preceding year. 


In its proxy statement dated August 23, 1968 for its proposed merger into ACF Industries, Inc., 
Williams described itself as follows: 


“[ Williams] is presently engaged in the business of owning and operating a common carrier 
petroleum products pipeline system, and engineering and constructing pipelines and related facilities 
for the oil and gas industry. In 1968 common carrier pipeline operation contributed 46.7% of the 
operating revenues, construction contributed 45.4%, and engineering contributed 7.9%. 
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Capitalization of Armour 


Armour stated in its Registration Statement which became effective May 3, 1968 that its capitaliza- 
tion was as follows: 


“The capitalization of [Armour] as of January 27, 1968, is as follows. The amounts outstanding 


will not be affected by the sale of th’ Common Stock hereby off .red. 
Originally Outstanding 

Authorized January 27, 1968 
“Long Term Debt: a Soe 


First Mortgage 24% Sinking Fund Bonds, Series F, due 


Fale D197 4 oi cs ca ce ceacdaeesdesis es swsineceenswes's $50,000,000 $ 10,075,000 
First Mortgage 3% Sinking Fund Bonds, Series G, due 

Jal 1 ISTE cick cece cadetccccveseusestescevessces 12,000,000 8,046,000 
Notes Payable—Banks(1) .......-eeeeeeeecessccevens 60,000,000 66,000,000 
Equipment lease obligations(2) .......++eeeeeeseeeeees — 9,531,153 
714% Purchase Money Note, due January 11, 1971 ...... —_ 3,000,900 


“Sub. inated Long Term Debt: 
41%4% Convertible Subordinated Debentures, due Sep- 


ee iy an <n enn meee mere reer rrraicin, rir 32,648,300 32,645,600 
5% Cumulative Income Subordinated Debentures, due 

November. 1, 1964 cicciccctscssaccddvenccsceevevent 60,000,000 48,606,520 

Short Term Notes Payable ..........cccsscccccccosese — 26,966,630 

Total Debt ...... PEE ET EAR TEE $198,870,903 

Percent of total capitalization ........eeeeeeeerees 33.0% 

$4.75 Preferred Stock, $100 par value (shares) .......... 550,000 526,352 

Series Preferred Stock, $100 par value (shares) ........- 350,000 None 
Common Stock, $5 par value (shares) .......seeeeeeeees 15,000,000(3) 7,549,790(4) 

“(1) Reference is made to Note 5 to the Financial Staternents for information concerning these Notes Payable. 


“(2) Reference is made to Note 12 to Financial Statements for information concerning these and other lease 
obligations. 


“(3) Of the authorized but unissued Common Stock, 638,357 shares are reserved for issuance upon conversion 


of the 414% Convertible Subordinated Debentures at a conversion price of $51.14 principal amount of 


debentures for each share of stock, and 240,069 shares are reserved for issuance pursuant to a Restricted 
or Qualified Stock Options granted or authorized to be granted. 

“(4) Excludes 23, hares held by [Armour], of which 23,873 (not included in unissued shares reserved) 
are held available for delivery upon exercise of stock options granted to certain officers and employees of 
[Armour]. See “Options to Purchase Securities” under the heading “Management” and Note 9 to the 
Financial Statements. ‘The stock options therein described constitute an element of potential dilution to 


stockholders.” 


Armour reduced its outstanding shares by purchasing 1,500,000 shares in its August tender offer. 
It was reported in the press that 6,095,000 shares were outstanding as of November 2, 1968. 


General’s Stockholdinge in Armour 


As of December 24, 1968 General owned 1,002,500 shares of Armour common stock, representing 
approximately 16.5% of the total outstanding. No other person has reported to the Securities and 
Exchange Commission or is known by General to own of record or beneficially more than 10% of the 
outstanding stock of Armour. However, General presently does not participate in the direction of 
management of Armour. To the best knowledge of General there are presently 17 directors of Armour 
The terms of 6 directors expire in 1969, 5 in 1970 and 6 in 1971. In addition, Armour has cumulative 
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Common Stoc! Armour 


follows : 


In the May 3, 1968 Armour Registration Statement, Armour described its common stock as 


The Certificate of Incorporation of [Armour] authorizes the issuance of 15,000,000 shares 
of Common Stock, of the par value of $5 per share, of which 7,549,790 were issued and outstanding 
as of January 27, 1968. The issued and outstanding shares are fully paid and nonassessable. The 
Common Stock is listed on the New York and Midwest Stock Exchanges. 


“Dividend Rights. Subject to the limitations referred to in “Limitations on the Payment of 
Dividends” or in “Preferred Stock Limitations,” the holders of shares of Common Stock are entitled 
to receive such dividends as may be declared by the Board of Directors. 


“Voting Rights. Subject to the Jimitations referred to in “Preferred Stock Limitations,” holders 
of Common Stock are entitled to one vote for each share neld on any matter submitted to a vote at 
any meeting of stockholders, and in al! elections of directors every holder of Common Stock has 
the right to vote the number of shares owned by him for as many persons as there are directors to 
be elected by the holders of Common Stock or to cumulate his votes and give one candidate as many 
votes as the number of such directors to be elected multiplied by the number of his shares shall 
equal, or to distribute them on the same principle among the number to be voted for, or for any 
two or more of them, as he shall see fit. The Board of Directors is seventeen in number, divided 
into three classes of which two consist of six directors and one consists of five, and at each annual 
meeting of stockholders the members of the class whose term expires are elected for a term of 
three years. 


“Limitations on the Payment of Dividends. The various documents pursuant to which Armour’s 
long term obligations have been issued provide certain restrictions and limitations upon the payment 
of dividends on the Company’s capital stock. Under the most restrictive provisions of these docu- 
ments, none of [Armour’s} earning yyed in the business at October 28, 1967, was restricted 
as to payment of cash or property dividend 


“Preferred Stock Limitation he Certificate of Incorporation of [Armour] authorizes the 
issuance of 550,000 shares of $4.75 Preferred Stock, par value $100 per share, of which 526,352 
shares were issued and outstanding as of January 27, 1968. Dividends on the $4.75 Preferred Stock 
are cumulative, to the extent not paid, and the stock is entitled to the benefits of mandatory annual 


cumulative sinking fund payments from and after September 1, 1971, in an amount per year suffi- 
cient to redeem 6,000 shares at par plus accrued and unpaid dividends. Previously purchased 
shares of $4.75 Preferred Stock may also be used to satisfy the sinking fund requirement. 


“If and so | is [Armour] may be in default with respect to any dividend or sinking fund 
payment on the $4.75 Preferred Stock, it may not pay any dividends (other than dividends payable 
in junior stock) or make other distributions on junior stock or acquire shares of junior stock for a 
consideration. 


“When, if ever, dividerids on the $4.75 Preferred Stock shall be in arrears, in whole or in part, 
as to each of six quarterly dividends, whether or not consecutive, holders of the $4.75 Preferred 
Stock have the exclusive right, voting separately as a class at the next annual meeting of stock- 
holders, and annually thereafter, to elect two Directors in addition to those elected by other classes 
of stockholders. Such right of election and the existence of such additional directorships shal! con 
tinue until such time as all cumulative dividends in arrears have been paid in full. The holders of at 
least 10% of the $4.75 Preferred Stock may require that a special meeting of the holders be called 
to elect such additional Directors if the described arrearages shall occur more than 9 days prior to 
the date fixed by the By-Laws for the next annual meeting of stockholders. 


“| Armour], without the approval of at least a majority of the then outstanding $4.75 Preferred 
Stock, voting as a class, or the unanimous written consent of such stock, may not create, issue or 
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incre. c any class or series of stock ranking on a parity with the $4.75 Preferred Stock either as to 
dividcnds or liquidation rights. [Armour], without the approval of at least two-thirds of the then 


standing $4.75 Preferred Stock, voting as a class, or the unanimous written consent of such 
Stock, may not 


(a) alter materially any existing provision of the $4.75 Preferred Stock, 


“(b) create, issue, or increase any class or series of stock ranking prior to the $4.75 Pre- 
ferred Stcciv vither as to dividends or liquidation rights, or increase the authorized amount of 
the $4.75 Preferred Stock, or 


(c) sei, lease or convey all or substantially all [Armour’s] property or business; or 
voluntarily liquidate or dissolve; or merge or consolidate unless the holders of the $4.75 Pre- 
ferred Stock will thereupon hold substantially equivalent stock of the resultant company. 


“No such approval! or consent will be required, however, for issuance either of senior or parity 
stock for the purpose of redeeming all the $4.75 Preferred Stock 
as descri above, the $4.75 Preferred Stock has no voting rights. It has no pre- 


emptive rights and no conversion rights, and is not liable for further calls or subject to assessment. 


“The Certificate of Incorporation of [Armour] also authorizes, in the discretion of the Board 
of Directors, the issuance of 350,000 shares of Series Preferred Stock of $100 par value, none of 
which has been issued. Ii sy of such shares are issued, they may be preferred, both as to earnings 
and assets, over the Common Stock and the issuance thereof might impose additional restrictions on 
the payment of dividends on the Common Stock 


“Other Rights. In the event of any liquidation, dissolution or winding wp of [Armour], the 
holders of the $4.75 Preferred Stock are entitled to receive an amount equal to the accrued and 
unpaid dividends thereon plus, on involuntary liquidation, $100 per share, or on voluntary liquidation, 
the lesser of $102 per share or the then current redemption price. After the holders of the $4.75 
Preferred Stock have been paid in full the amounts to which they are entitled, and subject to the 
rights of the holders of any Series Preferred Stock at the time outstanding, the remaining net assets 
of [Armour] or the proceeds thereof are distributable to the holders of the Common Stock. 


“Holders of Common Stock have no preemptive rights and no conversion rights. The Common 
Stock is not redeemable by [Armour], and is not liable for further calls or subject to assessment.” 


Armour Financial Statement: 


The following financial statements of Armour appeared in Armour’s May 3, 1968 Registration State- 
ment. Note references in such financial statements are to the Notes to Armour’s Financial Statements 
which appeared in such Registration Statement and are reprinted herein. 
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ARMOUR AND COMPANY 
CONSOLIDATED STATEMENT OF EARNINGS 


“Fiscal years ended 
“October 24, October 3, October 10, ctober 31, November 2, 
1967 i968 196s 


1964(1) 19463(1) 
(in thousands of dollars) 
“Sales, including service revenues . re 2,156,724 $2,280,276 $2,061,735 $1,890,648 $1,814,52 
Dividend and interest income .......0.seeeeee- ; 3,975 2,944 2,072 1,812 2,25 
CEG SEINE acc vinci cecendes ocuiasreparee inne soteese 2,218 2,217 1,040 527 399 
2,162,917 2,285,437 2,064,847 1,892,987 1,817,180 
Cost of materials (Notes i and 2) ...... 1,442,311 1,582,293 1,427,131 1,282,457 1,242,239 
Wages, supplies and operating expenses .. 464,254 446,492 411,127 391,710 374,584 
Selling and administrative expenses ...... ne 150,396 152,013 136,251 130,271 125,215 
Depreciation (Note 11) ...ccccseeeeeeeeeees 22,539 20,401 17,530 15,517 13,895 
Employee pension plans (Note 14) .. : 15,309 14,498 11,871 9,681 8,695 
Interest expense ...... tal legal aa 11,053 9,580 7,468 7,702 6,642 
Taxes (other than Federal income taxes) 22,324 21,448 16,400 17,078 16,238 
“Zizk,i7? + — 2,246,925 ~2027,778 “1854416 _ 1,787,508 
Earnings before Federal taxes on income : 44.740 38,512 37,069 38,571 29,672 
Provision for Federal taxes on income and related charges: i sels 
Federa! in taxes (Note 6) 6,007 12,038 6,912 11,787 6,089 
Deferred Ve il incomes taxes on difference becweer 
financial and tax expense (Notes 7 and 11) 3,141 3,513 4,050 2,803 4,940 
Charge equivalent to Federal income tax deferral 
arising from investment credit -_ -_ ome an 465 
Amounts equivalent to (provision for) reduction. i 
Federal income tax in respect of (gains) losses and 
expenses in closing and replacement of facilities 
(Note 7) and in 1967 settlement of certain liabili- 
ties which arose prior to the date of the BLH 
merger (Note 1) vane rere , ‘2 3,327 (1,711) 3,675 1,161 1818 
12,475 13,840 14,637 15,751 13,312 
Earnings before extraordinary items Sevan 22,265 24,672 22,432 22,820 16,360 
Extraordinary items (Note 7) 
Gain (loss) on sale of facilities, less Federal income 
tax of $1,711 in 1966 and less Federal income tax 
reductions of $3,377 in 1965 .. _ 1,534 (4,204) _ = 
Charge in connection with replacement or relocation 
of facilities, less anticipated Federal income tax 
reduction of $15,000 .. a. (24,000) — a = 
Net earnings yaceawn cues » 2 mae 2 2206 $ 18228 $ 22820 $ 16,300 
5 — — ———_ — —————————— —_—— 
Applicable to Common Stock after deducting Preferred 
Brock dividend requirement 
Earnings before extraordinary items .. or $ 19,765 $ 22172 $ 21,532 $ 22820 § 16,360 
Net earnings (loss) .......... ; 19,765 (294) 17,328 22,820 16,360 
Per Share of Common Stock 
Earnings before extraordinary items(2) ; 2.61 $2.93 $3.12 $3.70 $2.67 
Net earnings (loss)(2) . ; er 2.61 (0.04) 2.51 3.70 2.67 
Cash dividends declared(3) ; 1.600 1.60 1.56 1.27 17 
Stock dividend declares _ = 10% as paces 


Pro forma per share earnings of Common Stock assum- 
ing exercise of stock options and conversion of 44% 
convertible debentures (2) : 


Earnings before extraordinary items .... ‘ $2.48 
Wet GREGIAED ccccccccrsvnccrccccccsocrecesess “S 2.48 


“(1) Fiscal years 1963 and 1964 have been restated to include company acquired in 1965 in a pooling of interests. 
See Note 1 to the Financial Statements. 


(2) Per share data are based on weighted average number of common shares issued after recognition of the divi- 
dend requirements on the $4.75 preferred stock. 


The pro forma per share data are based on the assumption that (1) the 444% convertible subordinated debentures 
outstanding at year end had been converted into Common Stock, with the related interest paid on the convertible 
debentures (less applicable income tax) being eliminated and (2) the stock options outstanding at year end had been 
exercised, with the proceeds therefrom earning interest (less applicable income tax) at the prime rate. 

(3) Cash dividends declared per share of Common Stock have been adjusted in 1963-1965 to give effect to the 
10% stock dividend paid in 1965. The amounts are exclusive of dividends paid by pooled companies. 

NOTE: See comments under “Recent Developments” on page 7. 


“It is expected that earnings for the 6 months ending April 27, 1968, will be somewhat less than those 
reported for the 6 months ended April 29, 1967, primarily because of depressed earnings of Armour 


icultural Company, a wholly-owned subsidiary. As indicated under the heading Recent Developments, 
[ r] has entered into a contract for the sale of the assets and business of this subsidiary. 
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“ARMOUR AND COMPANY 


“CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
“October 28, 1967 


“(in thousands of dollars) 


“Cuprent ASSETS 


Cas! ‘ 
Notes and accounts receivable (less allowance for doubtful notes and accounts— 
$2 179) (Note 7) 
Notes receivable : PLY eee $ 21,968 
Accour receivable , 40panessaues 145,935 
“[ NVENTORIES 
Products and in process and finished manufactured goods (Notes 1 and 2) ......--- 163,315 
j i manufacturing raw material - PETE TTT y 37,652 
Total current assets iaaea om 
“Ipvestments (Notes 3 and 9) We asnccadbandbubearapenebssessynasessdeeenees 
“PLant and Egurrment (Notes 11 and 12 
Land, at cost : idueer 24215 
Buildings, machinery and fixed equipment, at st ; aan 371,879 
Accumulated depreciatio , aueas (203,603) 
Automotive and other movable ¢ ent, a less accumulated depreciation of 
$14,461 ‘ : ees a6ecesete oa 18,519 
“Devennrd CHARGES (Note 4) 0... cc ccc ccc ccc renee eee e erent eee ee eee een e eens 
“Cumazent Liasrcirtes: 
Notes payable... 6 ccc ccc ccc eee eee Heme eee eee te eee e eee Eee Ee OeSeOe® 
Accounts payable 2.0... ccc cece cece ener e nner e eee n ane eta e eee ee Teese eee eee eneeees 
Accrued liabilities ©... 6 ccc ccc cee eee eee tee eee e eee EEO eee eee eee 
Federal income taxes 
General and payroll taxes 
Long term obliga payable wit ne year (Note 5) tereeeeres 
“Lone Team Desr (Note S$) ....ccccccceecceeeeeeeenetecnscnceesetteeuns 
“SyporptnaTED Lowa Term Dest (Note 5) ..ceccccsccccceecererereneerseeerenens 
“Resexves AND Derearen Carepirs 
Anticipated costs related to replacement or relocation of facilities (net after Federal 
income taxes Of $12,563) (Note 7) ...cccccccccseecccceecereeeceseeseresesoees $ 18,365 
Deferred Fed we taxes (Note 7) .ccccccccsciccsessccsescscevecescocs oe 29,674 
Credit arising fr merger (Note 1) svetndeewe trdebeededeetcaes 7,756 


“Srocxno.ores’ Fgurry: 


$4.75 Preferred stock, par value $100 per share authorized 550,000 shares, issued 
§26,352 shares (Note 8) 52,635 


Common stock, par value $5 per share- exthasienl 15,000,000 shares, sinned 7,572,004 


shares (Notes 8 and 9) oo cicc cece cece eee ree e eee e een ee nent ee ee een eee ne neeeeees 37,842 
Capital in excess of par value (per accompanying statement) goecdeeasees 127,909 
Earnings employed in the business (per accompanying statement) (Note 10) errr 127,623 


Commitments (Note 12) 


“(See notes to financial statements) 
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167,903 


200,967 


“401,263 
67.176 


211,010 
12,528 


$691,977 
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$ 30,067 
61,568 


55,795 


6,029 


$691,977 
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“ARMOUR AND COMPANY 


“CONSOLIDATED STATEMENTS OF CAPITAL IN EXCESS OF PAR VALUE 
AND EARNINGS EMPLOYED IN THE BUSINESS 


“For the Three Fiscal Years Ended October 28, 1967 
“(in thousands of dollars) 


“Piscal years ended 


“October 28, October 2, October 36, 
wer nee 1965 
“CAPITAL IN EXCESS OF PAR VALUE 
Balance at beginning of the year ..... — Rr eyed es sons $127,6% $127,504 $ 51,589 
Excess of proceeds over par value of Common Stock issued in connection 
with: 
Exercise of purchase warrants (expired December 31, 1964) oe _ oo 1,174 
Exercise of employe stock options a a waaald cere rye 213 192 22 
Rights offering subscriptions ’ cadena _ _ 21,525 
Excess of marke: value over par value of Common Stock sued in payment 
of 10% stock EPPO PEE OP POT COCOTUCTUPTIIT CCE TS TV TP eT _ _ 24,500 
Excess of consideration received over par value of Common ‘Stock issued in 
acquisition of BLH (Note 1) pabenvoesidenakeeéebaaaeaads —- —_ 2BAéz2z 
Exoess of principal amount of 44% Convertible Subordinated Debentures 
converted over par value of Common Stock issued and cash yaid for 
fractional interests wagease oe bese —_ — 2 
Balance at end of the year ... , oe seeing ppkdane $127,909 $127,696 $127,504 
a. dF ee == 
“EARNINGS EMPLOYED IN THE BUSINESS 
Balance at beginning of the year .... 06.6.6 6s cece eekesernes $119,919 $132,262 $152,786 
Net earnings per consolidated statement of earnings siaaeae ae 22,265 2,206 18,228 
Cash dividends: 
On Preferred Stock—$4.75, $4.75 and $1.49! per share, respectively .... (2,500) (2,500) (785) 
On Common Stock—$1.60, $1.60 and $1.56 per share, respectively, as 
adjusted in 1965 for the 10% stock dividend ........... rr (12,061) (12,049) (10,674) 
Stock dividend—10% in Common Stock «0.0... :6c cc cc cece eeweweeneeenes —_ — (27,293) 
Balance at end of the year (Note 10) ....... pisbbestdabiseeksdsiass , $127,623 $119,919 $132,282 
oe oe F =——= = - 
“(See notes to financial statements) 
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“ARMOUR AND COMPANY 


“NOTES TO FINANCIAL STATEMENTS 
“For the Three Fiscal Years Ended October 28, 1967 


Nore 1—Basis or Consoumpation : 


The consolidated financial statements include the accounts of the Company, wholly-owned domestic companies and 
one smal! wholly-owned foreign company. The Company carries its investment in consolidated subsidiary companies and 
in a non-consolidated Canadian subsidiary company at an amount equal to its equity in the net worth of such companies 


lividual or group financial statements are included for non-consolidated subsidiaries and fifty-percent owned 


persons, which are principally foreign companies. Considered in the aggregate as a single subsidiary, these companies 
would not constitute a significant subsidiary 


as 
NO 


In 1965 and 1963 the Company issued, respectively, 83,455 and 107,284 shares of Common Stock in poolings of 
interests The consolidated statement of earnings for the fiscal years 1965 and 1963 includes the operations of the 
respective pooled companies for the entire year. Financial statements and financial information have been restated 
wherever applicable to include the pooled companie 


On July 2, 19 the Company acquired Baldwin-Lima-Hamilton Corporation (BLH). At that date the net book 


value s ot BLH exceeded the considerati pu: * by $21,718,639, a portion of which was recorded as additional 
accumula on and the balance as a deferred credit. Net earnings for 1967, 1966 and 1965 includes $2,711,556, 
$3,095,356 and $i, j, respectively, representing reductions in depreciation expense and pro rata portions of the 


deferred credit which is being amortized over a period of seven and one-half years. During 1967 the deferred credit 
was charged with $963,628 after Federal income tax reduction of $889,400 in respect of the settlement of liabilities which 
arose prior to the date of the merger, the amount of which was indeterminadle at that time. The tax reduction of $889,400 
decreased the Company's estimated Federal income tax liability for the 1967 fiscal year by such amount 


Intercompany and intracompany items have been eliminated in the consolidated statements, except for possible 
intercompany and intra pany profits included in the carrying value of inventories due principally to the methods of 
pricing certain items of food inventories, It is impracticable to determine the amount of such profits 


“Nore 2—Invenroarrs 


Inventories are priced as follows; certain items, primarily pork, at cost on the basis of “last-in, first-out”, other 
items at the lower of cost (principally current standards) or market and the balance at market less allowance for selling 
expense. The amounts of products and in process and finished manufactured goods inventories entering into the 
computation of cost of goods sold were as follows: October 28, 1967--$163,314,825; October 29, 1966—$165,532,112; 
October 30, 1965—$133,489,489 and October 31, 1964—$110,114,011. 


“Nore 3—InvestTMENTS 


The Company's investments at Octoher 28, 1967, consist of the following, carried at cost or less: 


Kaliumn Chemicals Limited(1) ..... Sennen .» $12,135,086 

International Packers Limited 
Common Stock (757,594 shares) .. 13,857,021 
544% debentures ... P ‘ : 2,203,400 
Shellstar Limited(1) (Note 12) $666406d388bKRaS as 19,236,988 
Long term receivables ............ MKendbinensssts 12,836,099 
Other (Note 99 ; bepeeeaanne Pay v 6,907,106 
$67,175,700 


——___—____ 


“(1) See comments under “Recertt Developments” in the text of the [Armour] Prospectus 


“The International Packers Limited (IPL) debentures, which are traded on the New York Stock Exchange, are 
convertible into IPL common stock at $10 per share. Aggregate market value at October 28, 1967, of these debentures 
is $2,534,000 


“In 1966 the Company agreed to certain restrictibns for an eight-year period on any disposition of IPL stock, 
such restrictions being designed to insure broad distribution of those shares. Maret value of the shares held by the 
Company at October 28, 1967, is approximately §7,480,000. The equity attaching to the Company's investment in 
common stock of IPL is approximately $14,250,000. 
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ARMOUR AND COMPANY 


“NOTES TO FINANCIAL STATEMENTS—(Continued) 


4—erranep Cm aaces 


Deferred charges include, among other things, intangible assets representing the unamortized cost of trademarka, 
trade names, etc., which are being amortized on a net of tax basis over a period of twenty years. Changes in such 
intangible assets during the 1967 fiscal year were as follows 


Balance, October 29, 1966 ‘ .. $10,011,730 
Provision for amortization, charged to earnings (259,379) 


Abandonments chu:ged to Reserve for anticipated costs related to replace 
g a 


ment or relocation of fa (24,267) 
Transferred to Plant and Equipment (25,000) 


Balance, October 23, 1967 $ 9,703,084 


At October 28, 1967, deferred charges are stated net of $640,000 of deferred income representirg unamortized 
1962 investment credit, which is being reflected in earnings over the estimated useful lives the related assets. 
“Nott Team 


Long term obligations outstanding at October 28, 1967, and maturities and sinking fund requirements for the 1968 
fiscal year are at follows 


1968 

Amount maturities 

authorised tacluded te 
by current Non-current 
Long T de Indentures liabilities maturities 
First Mortgage 24% Sinking Fund Bonds, Ser F. due July 1, 1971 $50,000,000 $ _ $ 12,000,000 
First Mortgage 3% Sinking Fund Bor Series G, due July 1, 1971 12,000,000 240,000 8,046,000 
Notes Payable— Banks 60,000,000 — 60,000,000 
Equipment lease obligations - 264,911 6,848,193 
— —< 
2,874,911 84,894,193 

Subordinated Long Term Debt 

44% Convertible Subordinated Debentures, due Septen ber 1, 1983 32,648,300 -- 326° 
§% Cumulative Income Subordinated Debentures, due November 1, 1984 60,000,000 2,195,120 48,814,400 
2,195,120 81,460,000 
$5,070,031 $168,354,193 


Long term det sinking fund requirements u fer the first mortgage bonds amount to $4,240,000 for each of the 
fiscal years 1969 and 1970 ) upon tr ty 1971. The amounts of equipment lease obligations payable 
‘ 


for these years are not present eterminable. Subordinated long term debt sinking fund requirements amount to 8 
maximum of $2,195,120 for each of the fis! years 1969 through 1971 and $3,845,120 for 1972 


Notes payable-banks are borrowings made under a $60,(00,000 revolving bank credit agreement. Interest is payable 
on unpaid balances to April 1, 1969, at the prime rate appli ible to commercial bank loans. On that date the Company 
may elect to convert any portion of the total into 5% term notes, payable in eight equal semi-annual installments to 
April 1, 1973. Future maturities under this agreement are not presently determinable 


The 44% Convertible Subordinated Debentures are convertible into shares of the Company's Commo Stock 
prior to September 1, 1983, at a current conversion price of $51.14 principal amount of debentures for each share of 
stock, with anti-dilution provisions 


“Nore 6—InvestMent Ca 


The provision for Federal income taxes for the 1967 fiscal year has been reduced by $1,516,100 as a result of the 
investment credit provisions of the Revenue Acts of 1962 and 1964, of which $1,358,100 is attributable to qualified 1967 
additions and $160,000 to amortization of the 1962 investment credit. 
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NOTES TO FINANCIA] STATEMENTS—(Continued) 


\ompany provides for deferred Federal income taxes on the accumulated difference between depreciation 


ertain lease expenses recorded for financial reporting purposes and relative amounts claimed as deductions for 
« uderal tax purposes. During the 1967 fiscal year, the reserve for deferred Federal income taxes changed as 
follows: 

Balance, October 29, 1966 $26,535,000 

Provision for 1967, charged against earning 3,141,000 

Balance, October 28, 1967 $29,674,000 
Sul j tt 1 of the 16 f al year, t ( ertook a modernizatior pr rm that will en ompass 
the replacement or relocation of some of its food and fertilizer facilities. The extraordinary item charge of $24,000,000, 
after anticipated Federal income t tion of $15,0K , in the consolidated statement of earnings for 1966 gives 
accounting recognit ‘ ' facuities and paration pay anticipated in connection with this program 
The provision for ipated charges i reflected as a reserve in the consolidated statement of financial position. 
Charges te a mt during the 1967 f year amounted to $3,414,611 for losses on disposition of facilities 
and $2,271,046 t ration payments and other closing costs, afte Federal income tax reductions of $2,437,300. The 
tax reduction of $2,437,300 decreased the Com, estimated Federal income tax liability for the 1967 fiscal year 


by such amount. 


During the 1966 fiscal year the Company sold its food oil refineries in Kankakee, Illinois, Chattanooga, Tennessee 


and Fort Worth, Texas. The gain on the sale of ese facilities less employment separation payments, amounting 
to $1,533,720 after Federal income ¢ provision of $1,711,000, was credited as an extraordinary item. The tax 
provision of $1,711,000 increased the Company's estimat: feral income tax liability for the 1966 fiscal year by such 
arpount 


The Company follows the reserve method of ; ling for doubtful receivables for Armour Agricultural Chemr‘<al 
Company, Armour Leather Company and BLH. In its other operations the Company writes off doubtful accou.ts 
when deemed uncollectible. 


“Nore 6—Carrrat Stock 


At October 28, 1967, there were 638,357 and 241,418 authorized but unissued shares of Common Stock reserved 
for issuance, respectively, upon conversion of the Company's 414% Convertible Subordinated Debentures and pursuant 
to stock options granted or authorized to be granted to certain officers and employes of the Company. Also at 
October 26, 1967, there were 28,873 shares of | mon Stock held in the Company's treasury available for delivery upon 
exercise of stock options granted to certain officers and employes of the Company. 


There were no charg ring the 196/ fecal year in Preferred Stock issued. During the year shares of Common 


Stock issued increased as f w 


Number 

of shares 
Issued October 29, 1966 7,562,899(a) 
Exercise of employe stock options ee : 9,466 
Scrip certificates expired secccess (1) 
Issued, October 28, 1967 ..... seve 7,572,304(a) 


(a) Includes 28,876 an. 3875 shares held in the Treasury at October 
29, 1966 and October 28, 1967, respectively. 


In 1960 the Company's stockholders authorized the issuance of 350,000 shares of $100 par value Series Preferred 
Stock, none of which has been issued 


“Nore 9—Stoce Orriows awn Teeasuay Sroce 


Stock options have been granted to certain officers and employes to purchase shares of Company Common Stock 
for periods of five or ten years from the dates of grant. Option prices are equal to 100% or 9596 of market value at 
these dates. 


A-17 


ARMOUR AND COMP? NY 


JA 9S7 


‘NOTES TO FINANCIAL STATEMEN (Continued) 
eon December 1961, and December 5, 1963, pr je that shares may be purchased on ar 
t ! . ’ tait f tor " . and s¢ granted and 
after Dece 7 un ® pr f { W ble ef g tal 
lations of ares ler option and of shares with respect to which options became exercisable give effect to a 10% stock 
dividend paid Fet ry 1, 1 
I t ares der option at October 23, 1% und the optx t and fart b value per are and 
total at the da the opt ere granted ar mumarized as f ws 
b alr marbet value 
Number 
Flecel year of Aversce 
granted shares per share Total 
19 YX $23.67 $ 4148 
1962 ¢ 4) 2 B22 BR? 
} , 37 32 b ty 99.28 923.855 
A | 4. y 1D 4243 998 RAl 
) 4100 17 1.052.857 17 42 13% ) 
1966 19 44.85 878,700 i483 878,700 
1967 ") LS ea 14.425 ee 146 
171.708 $6,513,172 $7,016,756 
ro. 
(1) Includes 31,200 shares, at an average option price of $27.21, granted at the date « f 
merger of BLH into the Compa bbetitut for BLH options then outstand 
ing. The fair market value of the Compar ( m Stock at the merger date 
was $36.875 per share 
Options for 120,703 shares were exercisable at October mB, 1% The remaining options become exercisable in 
installments up to 1973, except for 990 sha which he © ext ble upon attainment of specified incentive conditions 
The number of shares with respect to which options became exercisable during the three fiscal years ended 


October 28, 1967, and the option price and fair market value per share and in total on th 


exercisable are summarized as follows 


Number 

Fieca!l year of 
exercisable shares 
1965 55,126 
1966 41,727 
1967 20,774 
117,627 


The number of shares with 
1967, and the opt 


summarized as follows 


Option price 


Averege 
per share 


$44.09 
39.42 
%.17 


Total 


$1,879,043 
1,645,041 
751,328 
$4,275,412 


Option price 
Average 
per ehare Total 


$29.26 
29.72 
2749 


$ 806,297 
305,511 
260,214 

$1,371,962 
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Falr market velue 


dates the options became 


707 216 
$4,729,457 


respect to which options were exercised during the three fiscal yeurs ended October 23, 
price and fair market value per share and in total on the dates the options were exercised are 


$1,425,296 


443,083 
332,797 
$2,201,776 


« 
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ARMOUR AND COMPANY 


“NOT! I 
™ 1967, the Company he 
‘ se ain puor These hare 
ageregating $750,725 Additional shares need 
granted will be prov led from 241416 Ware 
October 28, 1967, there were 65,155 remaining 


The excess of cort 


For further information as to stock options referer 


“Nore 10—Arreorataren Eaawi> Emp.over 
At October 28, 1967, carnings amy yed i 
changec as ft llows during the three fecal yea 
applicate t indentures 
Balan r 31, 1964 
Fiscal f 
1% 
1966 
1967 
Balance, O eo 2 


“Nore 11—Piawt ano Equirment anno Dera 


Changes in plant and equipment Juring the 


Land 
Buildings 


Machinery and fixed equipment 


Construct) in progress 
Automotive and ot movable ¢ pment 
less aceurn reciation 


ver option price of the shares a 


FINANCIAL STATEMENTS—(Continued) 


t easury 28.873 shares of its Common Stock ava able for delivery 
are led in investments at the wer of cost or opt proces 

veeult of the exercise of options grat ted or authorized to be 

iv t stock reserved for that purpose at October 2 1967. At 
are rized tor opt ng under the Companys stock option plan 


sired has been charged to earning 
e is made to the text of the Pros is 
wo Tue Duss 
the busines ides appropriations aggregating $763,389 which had 
e { that date. all in accordance with the provisions of te 
Appropriation ter 
Payment @ 
interest and Reth ement 
inking frend om a ¥% 
subordinated 
debentures 
$4,739,280 $766,640 
479.470) 7a2 
4,399,810) (7,925) 
4,192 . 
$ $763,389 
al year were as follows 
Balance Additions Ralence 
October 2%, Retirements Oc tetas 18 
vee or enles 1967 
$ 23,714.70 $ 1,485,002 $ (985,717) $ 4.214,5% 
119,13 5.935.336 (4,385,009) 120,685,592 
235,611,008 21,148,992 (12,952,119) 243,808,481 
6,597,653 987,588 7,385,241 
384,859,29 29,557,518 (18,322,905) 996,093,908 
- « (2,564,098) «10 OF 
17,377,208 r7ase {yy 18518074 


$402,23,503 $ 37,295,976 $(24,919,597) $414,612,R82 


“(1) Depreciation credited directly to asset accounts 
“Changes in accumulated depreciation tor buildings, machinery and fixed equipment during the 1967 fiscal year were 
as follows 
Machiner 
and 
Bull’‘ngs equipm 
bi EE 
Balance, October 29, 1966 $ 6782979011 $124,464417 gi ‘2 
Provision for depre tion, charged to earnings 4,512,126 13,084,0" \ j 
Retirements, renewals, ¢ (2,267,241) (8,990, 18 12 
Balance, October 28, 1967 $ 7), 143,8% $135,4° & . 
“For financial reporting purposes the Lompany computes depreciation charges genera t 
straight-line method using rates which it is anticipated will amortize the cost of such properties over their useful 
lives. However, a subsidiary provides depreciation on the compcs'te method by use of tie su { -the ars digit thod 
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for cligihle depreciable property acquired after January 1, 1954, and by the straight-line method for al! other depreciable 
f cor ted by reference to remaining lives for the several a The ranges of t 

per year generally are 

Build 2% to § 

Machinery and fixed equipment . . 4%4% to 20% 

Auiumative and other movable equipment 444% to 25% 


Depreciation charges for Federal income tax purposes are computed under both straight-line and accelerated methods 
using Treasury Department guideline lives for most assets 


The policy of the Company is to capitalize the cost of all additions, improvements and major renewals which sub- 
stantially extend the useful life of the — asset and to charge rapes and maintenance to operations. The gross 
carrying value of “ related a ule deprecia ire el nated from the accounts and any 
resulting profit or ious is ois ted in ceasiiont Generally, the gross carrying “value and the related accumulated 
depreciation of properties sold or otherwise disposed of are eliminated from the property accounts. Profits or losses on 
such ther dis tions incurred in the normal course of business are reflected in operations. However, in the 
case of a i ’, gain or loss on retirements is qunecelly recognized only on fully-depreciated items or on abnormal 
retirements; on normal retirements, the cost of the asset, net of salvage, is charged to the reserve for depreciation. 
Profits or losses incurred on dispositions of properties in connection with the Company’s modernization program are 
credited or charged to the “Reserve for anticipated costs related to replacement or relocation of facilities” (see Note 7). 


“Nore 12—ComMMITMENTS AND Lone Term Leases 


In 1965 the Company acquired a 50% interest in Shellstar Limited, a United Kin 
cultural chemical operations. The Company has a commitment to invest an additic $4,000,000 in Shellstar and te 
guarantee up to $27,000,000 in borrowings of Shellstar in connection with an expansion program scheduled to be com- 
pleted in 1969. At October 27, 1967, borrowings guaranteed by the Company were $12,000,000 


m company that conducts agri- 


Rent expense for seal property under long term leases for 1967 amounted to approximately $4,140,000 and under 
existing leases will approximate that amount for the next five years. These leases extend for varying periods up to 
twenty-nine years, with the Company obligated under most leases to pay for insurance, maintenance and other costs of 


operating the properties 


The Company holds automotive and other equipment under leases having relatively shcv* terms. Additions under 
these leases have been capitalized (beginning in 1966), with the lease obligations reflected as liabilities in the consolidated 
statement of financial position 


“Nore 13—Surrtementasy Peorir ann Le INFORMATION 


Depreciation is sh eparately the consolidated statement of earnings. There were no management or service 
comtract .¢es or significant amounts of royalties paid during the three fiscal years ended October 28, 1967. Other supple 
mentary profit and loss information is as follows 


Fiscal years ended 


“October 28, October 29, October 30, 
1967 1966 1965 
Maintenance and rega rs (Note 11) ....... ees $38,769,033 $38,357,179 $52,620,447 
Taxes (other than Federal income tz: es) : a i 
PUMEON isasaccseteiagaass vidhurewannenes e $13,734,320 $12,865,154 $ 8,992,653 
Real estate ‘a satan property . vivicvee 5,230,583 5,069,560 4,522,960 
CORE vc cenekan : PEE TET EE rar reer 3,358,795 3,712,815 2,884,50 
$22,323,698 $21, 647, 529 $16,400,118 
| PT Ree ee ey Per err reer rere $3 $13,608,777 $13,710,089 $13,764,040 
These expenses are charged directly to profit and loss, but none are charged to cost of materials in the cor | 


statement of earnings. 
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NOTES TO FINANCIAL STATEMENTS—(Continued) 


™ Empwu * Pension and Rerizement PLans: 
ny 4 I es’ Pension Pla nally established in 1911, provides for the payment of pensions 
( ' ‘ Board or I-xecurive Committee, as sucli) who make regular cor 
t r aintained for t The Company from time to time makes contributions to the Plan, 
times as r letermined by the Board of Directors, |} part thereof is paid or set 
or benefit of y individual person. Annual pensions are computed on the basis of 1% of the 
rage sala 1 duris e5< ecutive years of highest salary for each year of continuous service, plus, uj 
additional « t f indi whose salaries are in excess of $10,000 a year, a supplemental pension, and 
pany practice al benef taling 4/10 of 1% of such averece salary in excess of $10,000 
i ar for each y f continuot It is estimated by the actuaries for the Company that the unfunded past 


sary 1, 1967, amounts to approximately $37,475,000 and that assets of the 


A noncontrit I blished 1957, provides for retirement payments to salaried 
employes (not ir ling ! ( ttee ich) who entered salaries service prior to 
May 1}, 1961, and the ages of 4 1 n the case of men and 35 and 50 in the case 
of wor t pa ilaried Employes’ Pension Plan, and who, at the 

\nnual retirement payments are computed on 

t r he ) ve urs of alary for ea year of 

! aried ployes’ Pension for those employes who 
are € ble to receive be ler | t employes do not receive benefits under both plans for the 

e years of service. N ‘ y the I ‘ the retirement payments provided are paid by the Com- 
pany only a ey may accrue. Pa ler 1 Plan aggregated approximately $300,300 in 1967, $284,400 in 1966 


and $271,600 in 1965 


A noncontri ry pension f blished ir > under tracts with the United Packinghouse, Food a: 
Allied Workers AFL-CIO and Ar 1 Meat Cu aid Butcher Workmen of North America AFL-CIO 
The plan covers t! ploy wre t ft vou ertain other groups of employes under union 
tracts, and certai er ¢r ye t f any barga g unit and are not eligible to participate in the 
pension plan for salaried employe | ( { ired, until expiration of the most recent contracts with the 
above two unions « August 31, 197( j ] m Fund, esta hed pursuant thereto, annually in any year 
when such payments qualify as deducti il Reve Code, a cowtribution equal to *+ um of (1) cur- 
rent service costs and (2) an amount f the past vice Costs in equal annual amounts, 1. full, by Septem- 
ber, 1997. It is estimated that t led ity under the plan as of January 1, 1967, amounts to 
approximately $47,300,000, and ¢ ested | f cor ted on the basis of revisions in benefit levels first effective 


January 1, 1968, exceeded pension assets by approximately $57,000,000. 


In addit to the at a { t 1 n mcottributory pension plans in effect cover substan 
tially all its hourly le yes \ v ne; ated with the U representing the respective groups «©. employes 
This subsidiary I a t r cr it aried employes. It is estimated that the unfunded past 
service liabilit t 4 is of De ber 31, 1966, ints to appre~imately $30,656,000 and that the 


excess of vested bene ‘ f t ass was approximately $17,000,000." 
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Recent Armour © nancial Information 


T .« foregoing financial statements of Armour may be misleading without adequate disclosure of 
signifi-ant events occurring subsequent to the date of Armour’s May 3, 1968 Registration Statement. 


he wing, according to public announcements made by Armour, are certain events which have 
ox equent to May 3, 1968: 
In its interim report to stockholders, dated June 7, 1968, Armour released the following unaudited 


iancial data: 


“ARMOUR AND COMPANY 


“CONSOLIDATED FINANCIAL REPORT 


(In thousands of dollars) 
"Twenty-six Weeks Ended 


April 27, 1968 April 29, 1967 
ae = 
“Sales, ir $1,020,619 $1,058,479 
Earnings before Federal i » taxe 20,949 21,281 
Pr ” Federal income taxes . 8,799 8,619 
ka re extraordinary ter Site 12,150 12,662 
Per share of mon stock® F . ; $1.44 $1.51 
Provision for estima extraordinary loss on sale of agricultural chen. ical 
business, less reserv f $8, estat ed in prior years for the 
facilities and less applicable Federal 1 e tax of $12,000 (13,000) 


Per share of common stock pet 7% - $(1.72) 


Net earnings (loss) a (850) 12,662 
Per share of common stock* Sernaet $(0.28) $1.51 
Average common shares issued 7,574 7,566 
Pro forma per share earnings of n stock* assuming exercise of 
stock options and conversion of 454‘ onvertible debentures ($51.14 of 
debentures per share) 
Earnings before extraordinary iter — tar $1.36 $1.42 
Extraordinary loss . (1.55) _ 
Net earnings (loss) (.19) 1.42 
No recognition has been given to a e increase in Federal income tax rates 
* After recognition of divi ds $4.75 Preferred stock amounting t $1,250,000.” 


On August 1, 1968 Armour offered to purchase its Common Stock at $50.00 per share. On August 
13, 1968 it announced that it would purchase 1,500,000 of its Common Stock at $50.00 per share pursuant 
to said offer. In Armour’s August 1, 1968 Offer to Purchase Common Stock of Armour and Company 
at $50.00 per Share the following appeared: 


“On July 1, 1968, [Armour] completed the sale of its domestic agricultural chemical business. 
The proceeds from the disposition of this business, after certain post-closing adjustments and col 
lection of retained receivables, are expected to total approximately $130,000,000. It is anticipated 
that this disposition will result in an extraordinary gharge of approximately $13,000,000 in 
{Armour’s] fiscal 1968 accounts This charge is in addition to reserves established in prior years 
and is net of the federal income tax reduction in the current year arising out of the loss on the sa 
of the business. 


“On the date hereof, [Armour] is distributing to its stockholders rights to purchase 18.4% 
of the Common Stock of Armour-Dial, which prior hereto has been a wholly-owned subsidiary of 
[Armour]. Proceeds from this sale will go to Armour-Dial and will be used as set forth in 
Armour-Dial’s Prospectus dated today which contains information about this important part of 
fArmour’s] business and about certain transactions between [Armour] and Armour-Dial 
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“In o strate the effect of the foregoing transactions on the consolidated net earnings 
of [Armo thout attempting to take into account factors other than those set forth or *o 
proje earnings fot rrent fiscal year, there is set forth below consolidated net 
table to [Armou ommon Stock on a pro-forma basis for the 26 week period 
27, 1968 and for the f ended October 28, 1967. These pro-forma consolidated 
t all the following transactions had been consummated at the beginning 
rf tk 167 fi ear 1 that 
' f tural P were approximatel $130,000,000 
(2) The proceeds to Armour-Dial from the sale of 18.4% of its common stock were approximately 32,500,000 
162,500,000 
(3) [Armour] purchased 1,500,000 shares of its Common Stock as t fort tl Offer at a 
cost of approximately 75,000 00 
“Funds rema t is as 1 were used to reduce outstanding debt and/or were invested ir 
short-term securities at assumed average interest rates 9% for the fiscal year 1967 and 534% 
for the twenty-six eks ended Aori!l 27. 1968 re $ 87,509,000 
(4) The net ear f [ ttributed to t mmon stock of that company held by 
the public (18.49%) excluded fror t earnir 
week led A ft $ 795,000 
ted October 2 ere 2,217,060 
$ 3,012,000 
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oO 
Twenty-six Weeks ended Piecal Year ended 
April 27, 1968 October 28, 1967 
Amount ~ Per Shave ‘Amount Per Share 
(000's omitted except for per share amounts) 
As uy | RIED, AND ror Newty ENacrep 
Income Tax Suarcnta 
Ear efore extraordin+ry item $12,150 $144 $22,265 $2.61 
Provision for newly enacted ‘eral income tax surcharge 775) ) 
Earnings before ex*raordi:ary item, as adjusted 11,375 4 22,265 261 
Provision for extraordinary loss on sale of agricultural cher cal 
business s reserve of $8,600,000 established in prior years 
for those facilities and less estimated federal income tax of 
$12,000,000 (13,000 (1.72 
Net earnings (loss) as previously reported and adjusted f 
newly ena federal income tax surcharge $(1,625) $(.38) $22 265 $2.61 
s . s 
Supplementary per share data ning the exercise of 
options and conversion of 414% Convertible Subordinated De 
bentures ($51.14 of debe re per re 
rnings before extrao ry item, as ad ed $1.26 $2.48 
Extr ! P (1.55) 
Net earnings ( (29 2.48 
“As Parviousty Rerorten, ann Ar rep ow A Pao Forma Bast 
vor TRANSACTIONS Descrimen on Prrcenine Pa 
Earnings before extraordinary item, as adjusted, as above $11,37 $22,265 
Pro-forma adjustments 
(a) Net income of agricultur hemical business (before re 
duction for administrative expense and interest al ted 
to it by the Company) (78) (2,686) 
(b) Reduction in interest expense and/or increase in interes 
income from use of $87,500,000 fur emaining at as 
sumed interest rates of 534% in 1968 and 544% in 1967 
less federal income tax 1,179 2,389 
(c) 18.4% of net income of Armour-Dial (795) (2,217) 
Pro-forma earnings before extraordinary item 11,001 1.61 19,751 2.84 
Provision for extraordinary loss, as above ; (13,000) (2.14) _— _ 
T.-forma net earnings (loss) . $(1,999) $(.53) $19,751 $2.84 
o . 6 
Supplementary per share data assuming the exercise of stock 
options and conver of 4%% Convertible Subordinated 
Debentures ($51.14 of debenture per share) 
Pro-forma earnings before extraordinary item ........ $1.48 $2.65 
Extraordinary loss . ; sae ‘ (1.88) _ 
Pro-forma net earnings (loss) ...........+00.. ‘a (40) 2.65 


“Per share data computed after dividend requirements on Preferred Stock 


Results of operations for the 26 weeks 
ended April 27, 1968 may not be indicative of results for the 


ear ending November 2, 1968.” 
“Without 5 book value pe 
share of Common Stock was $37.67. The pro forma book value per share of the [Armou 


Stock, after giving effect to the above assumptions, was $37.75 at April 27, 1968. Assuming 


of stock options and conversion of 442% Convertible Subordinated Debentures, the pro for 
per share at that date was $38.97.” 


ving effect to any of the foregoing assumptions, on April 27, 1968 the book 
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The f ving report of Armour’s 1968 fiscal year-end results appeared in “The Wall Street Journal” 


on December 2, 1968: 


“ARMOUR 4 Co. 


Year Nov 2 08 we. 
aShr ern ....... $3.15 $2.61 
SOUS csicccasiene 2,096,400,000 2,156,724,000 
Nt fr ops ....... 25,244,000 22,265,000 
Spe che ..ccccce b13,215,000 
Net inco ....... ¢12,029,000 22,265,000 
Avg shrs ....... 7,225,000 7,568,000 


a—Based on net income from operations. b-—From 
sale of fertilizer assets. c—Equal to $1.32 a share.” 


The following report of Armour-Dial’s 1968 fiscal year-end results appeared in “The Wall Street 
Journal” on December 5, 1968: 


“ARMOUR.DIAL INC. 
Year Nov 2: 


sid 0) 868 al 
Shr earns ...... $1.03 $1.17 
SOME 550643880 199,132,000 182,804,000 
Net income ..... 10,669,000 12,047,000 


a—Pro-Forma.’ 


It was further reported in the press on December 5, 1968 that Armour-Dial had declared an initial 
dividend of 5¢ a share on its common stock and had announced an intention to pay quarterly dividends 
of unspecified amounts. 


A-25 


JA 997 


GENERAL HOST 
CORPORATION 


EXCHANGE OFFER TO 
STOCKHOLDERS OF 


ARMOUR AND COMPANY 


Until February , 1969 (40 days after the 
date of this Prospectus), all dealers effecting 
transactions in the registered securities to 
which this Prospectus relates, whether or 
not participating in this distribution, may be 
required to deliver a Prospectus. This is in 
addition to the obligation of dealers to 
deliver a Prospectus when acting as under- 
writers and with respect to their unsold al- 
lotments or subscriptions. 


This Prospectus does not contain all of the 
information set forth in the Registration 
Statement including this Prospectus (the 
“Registration Statement”) on file with the 
Securities and Exchange Tommission. For 


further information, reference is made to the 
Registration Statement, including the in- 
cial statements, schedules, and exhibits filed 


therewith. 


JA 998 —JA 
PART I 


INFORMATION NOT REQUIRED IN PROSPECTUS 


Item 22. Marketing Arrangements. 


Reference is made to Section 3 of the Agreement with Dealer Managers which is filed as Exhibit 
1.1, and to Sections 3 and 4 of the Agreement with Soliciting Dealers which is filed as Exhibit 1.2 


Item 23. Other Expenses of lesuance and Distribution. 


The estimated expenses in connection with the offering are as follows 


To be paid by 
Registrant 
Registration Fee $145,404 
Printing and Engraving 
Legai Fees and Expenses (including Blue Sky fees) 
Accounting Fees and Expenses 
Miscellaneous 
Total $) 7 


Item 24. Relationship with Registrant of Experts Named in Registration Statement. 


None. For the relationship of counsel to the Registrant, reference is made to “Management” in 
the Prospectus 


Item 25. Sales to Special Parties. 


Reference is made to “Stock Options” and to Note 6 of the Notes to the Financial Statements in 
the Prospectus. Since June 28, 1968, the Registrant has sold shares of its Common Stock to the follow 
ing individuals upon exercise of stock options pursuant to its 1964 Stock Option Plan and its Restricted 


Stock Option Plan 


Price 
Date Purchaser No. of Shares Per Share 
June 28, 1968 H. J. Simon 500 13.75 
September 27, 1968 rT. E. Van de Kamp 2,000 16.75 
November 4, 1968 Allen Pritchard 500 16.75 
November 7, 1968 J. Scott 200 13.75 
December 3, 1968 William Graulich, HI 1,000 32.875 
December 5, 1968 O. L. Clouser 100 16.75 
December 5, 1968 H. J. Simon 1,500 13.75 
December 5, 1968 H. J. Simon 2,500 16.75 


Item 26. The Following Sales of Unregistered Securities Have 
Been Made by the Registrant Since December 23, 1965. 


(a) On February 9, 1966, the Registrant sold 7,000 shares of its Common Stock, par value $5 per 
share, to Burt Kleiner for $98,000. These shares were deemed to be exempt from Registration under 
the Securities Act of 1933, as amended (the “Act”) because their issuance did not involve any public 
offering within the meaning of Section 4(2) of the Act 


(b) On March 11, 1967, the Registrant issued its note bearing interest at the annual rate of 54% 
in the principal amount of $300,000 (Exhibit 4.8) to Southern Bakeries Company, pursuant to an 
Agreement of Purchase and Sale of certain real property, leasehold interests and bakery equipment 
and routes. This note was deemed to be exempt from registration under the Act, because its issuance 
did not involve any public effering within the meaning of Section 4(2) of the Act 


(c) On July 14, 1967, December 27, 1967, and August 6, 1968, the Registrant issued its notes 
bearing interest at the rate of 1% in excess of the prime rate in the respective amounts of $2,500,000, 
$1,500,000 and $1,000,000 to Union Bank pursuant to a Loan Agreement (Exhibit 4.9). These notes 
were deemed to be exempt from registration under the Act, because their issuance did not involve any 
public offering within the meaning of Section 4(2) of the Act 


(d) On August 6 and 16, 1968, the Registrant issued its 18-month notes, bearing interest at the 
rate of 1% in excess of the prime rate, in the respective amounts of $1,700,000 and $4,200,000 to Union 
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Hank pursuant to a Loan Agreement nunts were repaid and the notes cancelled on Auguat 20, 


1068 These notes were deemed to ' 1 rey mn umder the Act because their i ue d 


not involve any public offering within the meaning of Section 4(2) of the Act 


(e) On August 16, 1968, the Registrvnt issued its Ten- Year War-ant to Gull & Western Industries 


In Lkexhibit ) te he purchase ! OOD shai { Registrant mumon Stock at a price of $30 
per share (curre::’ pursuant et hlution prey os im Se Warrant, 184,405 shares at a 
price of 7 ne ‘ Kewrist rar woutsttion of certam shares of Armour and 
( pany owned by Gulf & West ! mir It 1 Warrant was deemed to be exermmt from 
registration under the Act because it " ¢ «lid not involve any public offering within the meaning of 
ection 4(2) of the Act 
(f) On August 20, 1968, Rewistrant wed its month note, bearing interest at the rate of 1% 
in exce f the prime rate, in the anwu $5,900,000 to Fran! National Sank pursuant to a Loan 
Agreement This amount was repak: and the note cancelled on Occober 16, 1968. This note was deemed 
t < crema irom rey ra 1 ul ‘ aca ft ance dul not involve any publ offering 
within the meaning of Section 4(2) of 
(g) On October 15 and October 29, 1908, Kegistrant issued $47,400,900 aggregate principal amount 
f Convertible thordinated Note lune June 15, 19@4 pursuant to a certain 5% Convertible 
ubordmate Note Agreement dated as of August 2, 1908 (Exhibit 4.11) The Notes were deemd to 
« exenyat from registration under the Act lecause their issuance did not involve any public offering 
within the meaning of Section 4(2) of the Ac 
1) On November 1, 1968, Kepistrant mow iis five-year notes bearing interest at the rate of 1% 


in excess of the prime rate in the amounts of $4,000,000, $6,000,000 and $10,900,000 to Union Bank 


Har 1 the Commonwealth and Franklin N ual Bank, respectively, pursuant to a Loan Agreement 
j & 


(Exhibit 4.12). An aggregate of $14,000,000 was borrowed pro rata pursuant to these notes, and that 
nount i presently outstanding These notes were deemed to be exempt from registration under the 
Act because their issuance did not involve any public offering within the meaning of Section 4(2) of 


the Act 


Item 27. Subsidiaries of Registrant. 


\ll subsidiaries of the Registrant are 100% owned and are included in the consolidated financial 
statements. Reference is made to the Registrant's annual report on Form 10-K for the year ended 
December 31, 1967 for a list of significant subsidiaries 


Item 28. Franchises and Concessions. 


Reference is made to the concession contracts with the | ». Government pursuant to which the 
Kegistrant through wholly-owned subsidiaries operates in Yellowstone National Park and Everglades 
National Park, which are filed as Exhibits 13.1 and 13.2 to the Registration Statement. Pursuant to 
these contracts, Yellowstone Park Company has a preferential “ht within Y 


lowstone National Park 


to provide lodging accommodations, food and beverage service facilities, boating facilities, trans 
portation facilities, automobile service stations, campers’ service facilities and any and all services 
and’ merchandising which are customary in connection with such operations Another concessioner in 
the Park does operate food service facilities at certa’ locations and also has an interest in the 
service station joint venture Everglades Park Co, I yperates similar facilities in the Everglades 


National Park under a contract with the U. S. Government 


Item 29. Indemnification of Directors and Officers. 


The New York Business Corporation Law (Sections 721 through 725) contains exclusive self 
flectuating provisions with respect to indemnification of officers and directors In summary, these 
provisions are (a) that a director or officer shall be entitled to his reasonable expenses incurred as a 
party in the defense of an action by or in the right of the corporation unless he shall have been in 
breach of his duties to the corporation, and (b) that a director or officer shall be indemnified against 
ill judgments, fines, settlements and reasonable expenses incurred as a party to an action, other than 
one by or in the right of the corporation, by reason of his acts on behalf of the corporation, if he 
reasonably believed his acts to be in the best interest of the corporation and, in the case of a criminal 
ction, had no reasonable cause to know that his acts were unlawful 


In so far as indemnification by the Registrant for liabilities arising under the Securities Act of 
1953 may be permitted to officers and directors of the Registrant pursuant to the foregoing provisions 
or otherwise, the Registrant has been advised that in the opinion of the Securities and Exchange 
Commission such indemnification is against public policy as expressed in the Act and is, therefore, 
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wnentorceable the 


than 


easfu 


suc 


w in connection with 


securities being registered, the Registrant wi ¢ nor i uneel the maticr has 
t ettled by mat ing precedent, submit to court { appropriate irisdiction the question 
“ act fieation by 3 sgainat express the A and will be governed 


UT the procee from the « cola of the Warrants “ registered hereunder an amount 
equal to the par value of the es issued upor ich exercise w be credited © the Company's Capital 
tock A unt and any exce w « credited t Capital Sur] \ccour 
Item 31. Financial Statements and Exhibits. 
(a, Financial statements 
Included in the Pr spectus 
i ' f independent accountants 
( te atement of income for the five fiscal years ended December 30, 1967 and 
the unaudited 40-week pe ended October 7. 1967 and October 5. ! 
t » ar au ! October 1968 
idated statement of retained earnings for the three fiscal years « d December 30. 
’ « 1 4 ended ©) r u 


Notes to Consolidated Financial Statements 


Included in Part II of this Registration Statement 


edules V, VI and XII for the unaudited 40-week period ¢ 


lules V, VI and XII for the three fiscal years ended Decembe 10, 1967 as to 


yeneral H Corpora and r the three fis years ended October 28, 1967 as t 
I Genera tore are porated hereir reference to the annual reports on 
Form 10-K of the respective companies filed with the Securities ar Exchange Com 
m tor ch year 
All other schedules are omitted because they are not apy ‘ the required informa 


tion is shown in the financial statements or note 


The individual financial statements of the Registrar ive been omitted since the Regis 


rant is primarily an operating company and the sul ark clude in the consoli 


financial statements are deemed to be total 


Financial statements of 509% owned companies have been omitted because considered in 


the aggregate as a single subsidiary they do 


nstitute a significant subsidiary 


(b) Exhibits 


1.1 ~~ Form of Agreement with Dealer Man (To be supplied by amendment. ) 
agers 

12 Form of Agreement with Soliciting (To be supplied by amendment. ) 
Dealers 

‘ ’ 

2.1 Agreement dated as of October 5, Incorporated by reference to Form 
1966, between Registrant and The K for the t th of October, 1966 of 
Goldfield Corporation for the pur v¢ Goldfield Corporation (file No 


chase of certain real and personal 1-2618 
property and all the outstanding stock 
of Yellowstone Park Company and 
Everglades Park Co., Inc 
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22 Agreement dated August 19, 1966 Incorporated by reference to Form 
between Registrant John P. Dahl &-K for the month of August, 1966 of 
whereby Registrant purchased 100,000 { ¢ John's Restaurants, Inc. (file 
shares of ( not tock ($50 par No. 0.2201) 
value ft i e lohr Restaurants 
Ir 

23 ( gree t dated August 19 Incorporated by reference to Form 
1966, betwee Registrant and John P &-K tor the month of August, 1966 of 
Dal ring 211,91 and e¢ John's Restaurants, In (file 

to purchase 35,000 shares of No. 0.2201) 
Common Stock ($50 par value) of 
Uncle John’s Restaurants, Inc 

24 Agreement dated August 19, 1966, by Incorporated by reference to Form 
and between Registrant and Uncle &K for the month of August, 1966 of 
John’s Restaura Inc. pursuant tc Uncle John’s Restaurants, Inc. (file 
which Registrant purchased 300,000 No. 0-2201) 
shares of Common Stock ($.50 par 
value) of Uncle John’s Restaurants 
I 

2 Avreement dated M ), 1967, by Incorporated by reference to the Reg 
and between Registra und John P istrant’s Form 8K for the month of 
Dahl pursuant which Registrant March, 1967 (file No. 1-1066) 
agreed to purchase 211,917 shares of 
Common Stock ($.50 par value) of 
Uncle John’s Restaurants, Inc 

26 Agreement and Plan of Reorganiza (B) 
tion, dated December 31, 1967, between 
Registrant and Ur Pacific Railroad 
Cor for the acquisition of all of 
t ling stex f Utah Park 

1 Rest Certificate of Incorporatior 

ristrant 

42 I { Cert ‘ me (To be supplied by amendment.) 
Certificate of I pora n y 
trant to be filed after Special Meet 
of shareholders to be held January 2 
lon 

41 1 of Warrant for the purchase of 

are f ey nt Cor 
42 For Indenture covering 7% Sub (To be supplied by amendment.) 
ted lh 4 t re 
45 A wreenn sted as of Fe Incorporated by reference to Form 
} “ istrant at v &K, tor the month of March, 1958 of 
‘ ende Notes due Registrant (file No. 1-1066) 
hroug 

44 - nd upplemental Agreement (A) 
lated as of October 1, 1965, to Loan 

greement (Exhilnt 4.3). (First Sup 
plemental Agreement was executed 
but, by its terms, never became effec 

4 Third Supplemental Agreement, dated (A) 
us of May 6, 1966, to Loan Agreement 

he xhat 43 
45-1 I t pplemental Agreement dated 
ust 19, 1968 to Loan Agree 
(I ! +3 
45-2 ipplemental Agreement dated (To be supplied by amendment.) 
1969 to Loar 
¢ y 4 

46 ndenture d j { Decernber 1 Incorporated by reference to Form 
1" etween Re rant and Chemi & K for the month of Nowember, 1965 
ca nk New York Trust Company of Registrant (file No, 1-1066) 
Trustee vering ¢ Cumulative in 

me ubordinated Debentures, due 
December 1, 1990 
47 Loan Agreement between Yellowstone (A) 


Park Company and Union Bank, dated 
August 8, 1966 
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48 Loan Agreement between Registrant 
and Union Bank dated July 15, 1967 


49 Waiver by Union Bank of Section VI 
to Loan Agreement (Exhibit 4.8) 


49-1 —Amend of August 30, 


Exhibst 


vent bale ! as 
Agreement 


49-2 Amendment dated as of January 
199 to Lean Agreement ibst 
+5) 

4.10 Note issued by the legistrant to 


Southern Bakeries Company 


411 General Host Corporation, 5% Con- 
vertible Subordinate Note Agreement 
dated as of August 2, 1968 


4.12 Loan Agreement between General Host 
Corporation, Franklin National Bank, 
Union Bank and Bank of The Com 
mouwealth dated as of November 1, 


1968 

4.13 mendment dated as of January 

“9 to Loan Agreement (Exhibit 

A12 

51 Restricted Stock Option Plan of the 
Registrant together with specimen 
copy of option issued thereunder 

52 1964 Stock Option Plan, as amended, 
of the Registrant together with speci- 
men copy of option issued thereunder 

§2-1 Amendment dated as of ’ 
1968 to 1964 Stock Option Plan ( Ex- 
hibit 5.2) 

5.3 Ten-Year Warrant issued to Gulf & 
Western Industries, Inc 

6 —Opinion of Lovejoy, Wasson, Lund- 
gren & Ashton 

7 —Not Applicable 

8 — Not Applicable 

9 — Not Applicable 

10. Not Applicable 

11.1 Agreement dated as of October 19, 
1950, between Registrant and George 
L. Morrison 

112 Amendment to Agreement between 
Registrant and George L. Morrison 
(Exhibit 11.1) dated as of March 12, 
1953 

11.3 Amendment to Agreement between 
Registrant and George L Morrison 
(Exhibit 11.1) dated as of March 8, 
1956 

114 —Amendment to Agreement between 
Registrant and George L. Morrison 
(Exhibit 11.1) dated as of October 
19, 1960. 

11.5 Retirement Plan of Registrant effec 
tive July 1, 1944 

11.6 —Amendment to Retirement Plan (Ex- 


hibit 11.5) effective April 1, 1953 


Incorporated by reference to the aame 
Exhibit Number in Registrant's 
Amendment No. | to Form 5-1 Regis 
tration Statement filed Au 11, 197 
(Registration No, 2-26745) 


(B) 


(To be supplied by amendment.) 


(B) 


Incorporated by reference to General 
Host Corporation's Form 8-K filed for 
the month of October, 1968. 


Incorporated by reference to Post- 
Effective Amendment No. 3 to The 
Goldfield Corporation's Form 5-1 
Registration Statement No. 2-26733 


(To be supplied by amendment.) 


Incorporated by reference to Regis 
trant’s Proxy Statement dated March 
6, 1959, and to Form S-8, Registration 
No. 2-23906. 


sorporated by reference to Regis 
trant’s Proxy Statement dated March 
ll, 1966 (file No. 1-1066) and t 
Form S-8 (file No. 2-25142) 


(To be supplied by amendment.) 


(To be supplied by amendment ) 


(B) 


(B) 
(B) 


Incorporated by reference to Form 
10-K for the year 1960 of Registrant 
(file No. 1-1066) 


(B) 


(B) 
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117 Amendment to Retirement Plan of (A) 
Registrant (Exhibit 11.5) effective 
] Md 

118 Pension Plan for Spartanburg Driver (A) 


119 Deferred Compensation Plan between (B) 


Registrant and Richard C. Piste 


11.10 Deferred Compensation Agreement (BR) 
between Yellowstone Park Company 
i Arthur |. Bazata 


1b.11 Descriptio { informal bonus plans I - prlied by amendment.) 
{ Regie’ ant 
12 Deferre pensation Plan for Direc 
tor { Kepwtrant 
22 Directors and Cffiicers Liability insur (A) 


ance (Lioyd’s Poly N 121430000) 


li Ex s Director | Offeers Lia (A) 
Insurance yid's Policy No 
JA 
‘ I , Directors and Officers Liability (A) 


stitute of London 


writers Lom Combined 


icy No. 021 


Excess Directors and Officers Liability 


rance (The Institute of London 
{ erwriters ( mics = ned 
Policy No. 021428000 
13.1 Contract No. 14-10-9-990-2 by and (A) 
wtween United State { America and 
Yellowstone Park Comy y, executed 
ugust 8, 1966 
Contract No. 14-10-0100-589 by and (A) 


between United States of America and 


Everglades Park Co., Iinc., executed 
November 16, 1955, as amended 


13.3 Yellowstone Park Company Profit (B) 
haring Plan 
i134 Employment Agreement bet ween (B) 
Evergiades Park Co. and Robert B 
Knight 
En yment Agreement bet weer To be supplied by amend nent ) 


I 
Registrant as successor to Lil Gen 


eral Stores, Inc und Edward H 
Hvornstra 


ij¢ | re mpensation Agreement be supphled by amendment ) 


egistrant and Harris | 


Nore 

Copies of a he ect to the long term dett obligations of ary of Regirtrant’s subsidiaries, exclusive 
{ « Loan Agreement between Vellowstone Park Company and » Bank, which ie inchaded herein as Exhibit 47, 

the furnished to the Se wee and Fecheange Comwnission open r eat 

(A) Incorporated by reference to the same Exhibit Nemnber Registrant's Form 5-1 Registration Statement filed 
Ap 1967 (Registra . al) 

Bh) incorporated by reference to the same Ext Number in Registrant's Porm 5-1 Registration Statement filed 
February 2, 1968 (Reqgistrat No 2.2 
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SIGNATURES 


Pursuant to the requirements of the Securities Act of 1933, the Registrant has duly caused 
this Registration Statement to be signed on its behalf by the undersigned thereunto duly 
authorized, in the City of New York, State of New York, on the 30th day of December, 1966 


GENERAL HOST CORPORATION 


Hiasais |. AsmTow 
by 


(Marria J. Ashton, President) 


Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has 
been signed below by the following persons in the capacities and on the date indicated: 


Signat.. ¢ Tithe Date 
Richasp C. Prerets 
_ Chairman of the Board and December 30, 1968 
(Richard C. Pistell) Director (Principal 


Executive Offer) 


Hagens J. Aston 


President and Director December »,, 1968 
(Marria J. Ashton) 
oun M. Kiwostey, ja 
jo Vice President and Treasurer December 30, 1968 
(John M. Kingsley, Jr.) (Principal Financial Officer ) 
un P. Guywn 
joun 5 — Controller ( Principal December 30, 1968 
(John P. Glynn) Accounting Officer ) 
; : e 
C. Wurrcoms Atoas, Je Director December 30, 1968 
(C. Whitcomb Alden, Jr.) 
— ; Director December , 1968 
(Joseph P. Binns) 
/ : 
Witiam F. Downey Secretary and Director December 30, 1968 
(William FP. Downey) 
\ , e 
Weston E. HamiLTon Director December 30, 1968 
(West. &%. Hamilton) 
Director December , 1968 
(Wm. P. Howe, Jr.) 
° * 
= J. banov McCaw Director December 30, 1968 
(J. Elroy McCaw) 
a * 
— : I pwin C. McDowatp = Director December 30, 1968 
(Réwin C. McDonald) 
Director December , 1968 


“(leslie W. Scott) 


i ene eeeeeen 
(James J. Murray) 
Attorney-in-Fact 
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OPINION OF INDEPENDENT ACCOUNTANTS 


To the Directors and Stockholders of 
General Hox Corporation 


The examination referred to in our opinion dated February 9, 1968, which appears in the Prospectus 
constituting part of this Registration Statement on Form S-1, included an examination of the supporting 
schedules of General Host Corporation for the three fiscal years ended December 30, 1967 and of 
Li'l General Stores, Inc. for the fiscal year ended October 28, 1967 listed under Item 31(a) of the 
Registration Statement. In our opinion, such supporting schedules present fairly the information 
required to be set forth therein, in conformity with generally accepted accounting principles. These 
principles have been consistently applied, except for the change, which we approve, in the method of 
computing depreciation described in Note 8 to the consolidated financial statements. 


PRICE WATERHOUSE & CO. 
New York, N. Y. 
February 9, 1968 


(Except as to the merger referred to in Note 1 
for which the date is July 19, 1968) 


CONSENT OF INDEPENDENT ACCOUNTANTS 


We hereby consent to the use in the Prospect:'; constituting part of this Registration Statement 
on Form S-1 of our opinion dated February 9, 1968 relating to the financial statements of General 
Host Corporation, which appears in such Prospectus, and of our opinion dated February 9, 1968 on 
the supporting schedules, which appears in the Registration Statement. We also consent to the refer- 
ence to us under the heading “Consolidated Statement of Income” and “Experts” in such Prospectus. 


PRICE WATEL.ACUSE & CO. 


New York, N. Y 
December 30, 1968 
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ACCOUNTANT’S CONSENT 


To the Board of Directors of 
Li’ General Stores, Inc. 


The examination referred to in our opinion dated December 8, 1966, which appears in the 
Prospectus constituting part of this Registration Statement on Form S-1, included an examination of 
the supporting schedules for the two years ended Ocober 29, 1966 listed under Item 31(a) of this 
Registration Statement. In our opinion, such supporting schedules present fairly the information 
required to be set forth therein, in conformity with generally accepted accounting principles applied 
on a consistent basis. 


Bocuge, Compron & Vass 


Tampa, Florida 
December 8, 1966 


CONSENT OF INDEPENDENT ACCOUNTANTS 


We hereby consent to the use in the Prospectus constituting part of this Registration Statement 
on Form S-1 of our opinion date? D~ ember 8, 1966 relating to the consolidated financial statements 
of Li’l General Stores, Inc. which appears in such Prospectus, and of our opinion dated December 8, 
1966 on the supporting schedules, which appears in the Registration Statement. We also consent to 
the reference to us under the heading “Experts” in such Prospectus. 


Bocue, Compron & Vass 


Tampa, Florida 
December 30, 1968 
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SCHEDULE VI 


GENERAL HOST CORPORATION 
AND SUBSIDIARY COMPANIES 


RESEPVES FOR DEPRECIATION AND AMORTIZATION OF 
PROPERTY, PLANT AND EQUIPMENT 


40 Weeks Ended October 5, 1968 


Additions Deductions 


i Cha ed t Reti ts, Balance at 
_Buianee Beginolngel'Yoor Ss 'Profkand. Renewal” Ostaber & 

General Host Li'l General Loas or an 1968 
Classification Corporation Stores Inc. Total Income Replacements (Unaudited) 
on ree eer eee rice $15,659,179 $ 39,520 $15,698,699 $ 624,799 $ 98318 $16,225,180 
Machinery and Equipment .. 27,325,566 2,086,985 29,412,551 1,995,634 711,366 30,696,819 
Automobiles and Trucks .... 8,439,118 - 8,439,118 522,957 640,775 8,321,300 
Leasehold Improvements .... 557,101 343,609 900,710 195,481 4,313 1,091,878 


$51,999,964 $2,470,114 $54,451,078 $3,338,871 $1,454,772 $56,335,177 
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SCHEDULE Xil 


GENERAL HOST CORPORATION 
AND SUBSIDIARY COMPANIES 


RESERVES 
40 Weeks Ended October 5, 1968 


Additions 
Charged to Balance at 
Balance at Profit and Deductions October 5, 
Beginning Loss or m 1968 
Description of Year Income Reserves (Unaudited) 
Deducted from Related Asset: 
Allowance for Doubtful Accounts .. $171,817 $ 79,983 $ 32,388(1° $219,412 


(1) Accounts written off less recoveries. 
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DEFENDANTS' EXHIBIT NO. A-19: 


EXHIBITS TO S-1 REGISTRATION STATEMENT 


JA1024 Registration No. 2- °?/> 


SECURITIES AND EXCHANGE COMMISSION 


WASHINGTON, D. C. 20549 


EXHIBITS 


FILED WITH 


FORM S-] 
REGISTRATION STATEMENT 
under 


THE SECURITIES ACT OF 1933 


General Host Corporation 


(Exact name of registrant as specified in charter) 


245 Park Avenue 
New York, New York 10017 
(Address of principal offices) 
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EXHIBIT 3.1 


JA1026 
RESTAT"D CERTEFICATE OF LCORPOLATION 


of 
GENERAL MOST CORPORATION 


Under Section 807 of the Business Corporation Lew 


WE, THE UiNDERSICNED, Harris J. Ashton end William I 
Downey, being respectively the President and the Secretary of 


GEHERAL EOST COMPORATION hercby certify: 


First: The ntwe of the corporation is GLITRAL MOS 
CORPORATION, 

Second: The Certificate of Incorpyoration of ti 
Corporation was filed by the Department of State, Albcny, New Yo 


oe 


on the 6th day of Jue, 1911. 

Third: The text of the Certificate of Incsornoraticn, 
as amended heretofore, is hereby restated without further orcnade 
ment or change to read in fu es follows: 

"Certificate of Lacorporatioca 
of 


ENERAL EOST CORPOPATION 


Pursuant to the Provisicns of the Business Corporation Lav 


I. The nawe of the corporation is 


GENERAL HOST CORPORATION 


Il. The purpescs for which it is fonmied are; 


To manufacture, buy, soll end othemise coal in 
broad, cakes, pics, bisgults, cracl:ors, macavoni, ccnady, 
eendicd fruits, sugars, syrups cad ocher suger co.youn's 
ond all other bresd stuffs, cusar, food, syveetnent and 
bskery prodvcts; to buy, soll, iroort, cxsort and deal in 
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To acquire, coustruct, cquip, own and operate 
fastorics, pleats, shops, warchouses, st 3, sellin<- 
erencies end offices in end out of the § e of Now York 
for the manufecture, preluctioa, purchase, disposition 
and sale of such articles. 


ee 


OL 
ua 


To acquire and conduct, maintcin snd operat 
stores, shops, plants end offices for the purchase and 
sale of general merchandise, 


To manufacture, purchase, sell end deal in 
merchandise of all kinds and descriptions. 


To purchase, acquire, resister, hold, own, use. 
6e11 and mortsase or otherwise dispose of patents, patent 
t 


| rights, letters patent, property righ 
tions, trado marks, trade nome 

| trade secrets, inventions, 

secured under letters patent of the United States or « 

eny foreicn covatry or otherwise; to use, exercise, to 

develop, grant licenses in respect of or otherwise turn 

to account eny such patents, patent rigats, lettors 


| patent, copyrishts, devices, inventions, trace marks 


s, devices, inven- 


&, procecses, formuli > 
devices of all kinds whathe: 


e 


and devices. 


To purchase, or otherwise acquire, sell, dispose 
of and deal in raal and personal property of all kinds, 
except bills of exchange and in perticuler londs, builc- 
| ings, business concessions and undertikings, wortgages, 
shares of stock, debentures, securities, concessions aad 
Claims and any interest in real or person’) property 
to carry on eny business, concern or wadertchiag so 
acquired, provided such business is not of a character 
which can be carxied on only by corporations organized 
under the Beaking, the Insurance, the Reilrond end the 
Trancportation Corporations Law or an educational 
institution or corporation which may be incorporated as 
provided in the Education. Lav. 


To purchase, hold and re-iscus shires of its 
capital stock in the monner and to the extent penmnitted 
by the lays of the State of New York; to concuct and 
transact business in any of the States, Territories, 
Colonics and Dependencies of the United States and in 
any ond all forcign countries; to have one or more offices 
therein and therein to hold, purchase, mortgage and convey 
real and personal property without limit as to ancvnt, 
but always subject to local laws, 


The foregoing. clauses shall be construed both 
as objects and povers and it is hereby expressly providead 
that the foresoing cnuncration of specific powers shall 
not be held to linie or restrain in any mamer the poor 
of the corporaticn, 


ee 


trade nemes, processes, forwlec, trade cecrets, inventions 
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- 
= 
_— 


WAL to carry on any other business of the 


some general natura in comeostion with the forcoclag and 
to have ant exeresss all the povers conferrod by the lous 


of tha State of New York usen corpornticas Lormec undoy 


the act hereinbefore referre.l to. 


Tix. The egeresate number of shares of all classes 


of stock which the Corporation bas authority to issue is 
11,090,000 shares diviced into; 


(a) 40,000,000 shares of Common Stock of the par 
value of $1.00 cach; and 


(b) 1,000,000 shares of Preferred Stock of a 
par value of $1.00 per share divided into 
such serles, having, such designations, 
reletive rights, preferences, limitations, 
conversicn aad otnher rights, voting powers, 
restrictions, limitations “es to dividends 
and qualifications as may be fixed by the 
hoard of Directors of the Corporation. 


No holder of any stock of the Corporation shall be 
eutitled as of right to purchase or subscribe for any pear: 
of any unissued stock of the Corporation of any class to be 
issued by reason of any increase of the authorized stock of 
the Corporation, or of bonds, certificates of indebtedness, 
debentures or other securitics convertible into or exch-ugeable 
for stock of the Corporation or to which shall fAvypertain eny 
warrant. or other instruments that shall confer upon the holcer 
or owner thereof the right to subscribe for, purentse or receive 
fom the Corporation any clinres of its ctoch; but any cx 
wissued stock or any such additional cuthorized issue of new 
stock, or of securities convertible into or exchangeable for 
stock or to Which cuch warrants or other inetreaents shall 
eppertain my be issued and disposed of by the Loar’ of Directors 
to such persons, finas, corporctions or cssocictions and upon 
euch terms as the Board of Directors w2y in its discretion 
determine, without offering any thercof to the stcclholcers then 
of record or any stockholder on the same teras or on any ters, 


IV. The Corporation, having begun business with a expital 
of $590, will carry on business vith e capital which shall be 
at least cnual to the owa of tho aggregate par value of all 

par value, plus $100 in respect to cvery 
issued share without par value, plus cuch amounts cs, frou time 
to time, by resolution of the Bourd of Directors, may be 
transferred thereto. 


issued sharer having 


“— 
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V. The city in which its principal business of fice 
located is Loreush of Mivhattan, City of Nev York, Stuie 
New York, 


VI. The duration cf the Corporetion shol) be perpetutl. 


Vil. The nuwber of dlrectors of the Corporation shall 
be not less than three (3) nor wore then twenty-one (21). 


Vil. The Seerctary of State of the State of Nev York is 
designated as agent of the Corporation upon whom process 
against it may be served and the post office eddress to which 
th Seerctary of Stute shall mail a copy of eny process against 
it served upon him is General Nost Corporation, 245 Park Avenue, 
New York, New York 10017. 


IX. The said Corperstion nay purchase, aceuire, hold 


es ¢ ° ‘ ° 9 . 
GLHpoce oi the stock: boncs aia other éevidccuces o; 


of any corporacion, menkic or Sorecigu, and issu 
therefor its stockc, bounds, or other obligations 


The directors wey designate from their neaber ca 
Executive Connittes which shall, for the tine being in th: 
intervals between its moctings and to the extent providsd by 
cue By-Laws, exercise the power of the Board of Dircctors 6o 
far as they may lawrully do so in the management of the affairs 
and business of the Company. 


The Board of Directors shall fron tine to thuc Cacide 
whether and to what extent and at what times and under what 
conditions end requireuents the accouits and books of th 
Corporation, or cny of thea, except the stock boot:, cl.cl) be 
open to the inspection of the stockholJcrs, and no stockiolder 
shall have any right to inspect any books or docusacute of the 
Corporation cxeept as conferred by statute in New York or 
authorized by the Board of Directors. 


The Directors of the Corporation need not be stock- 
holders therein, 


The Company may use and apply the surplus preperty, 
caraings or accunulated profits in the ebcolute discretion 
of the directors to the creation and maintenance of a curplus 
fund, and he purchase and acquisition of {ts ow capital 
stock, and it may take said capital stock in payment or 
satisfaction of any debt duc to the Company from time to time 
and to such extent ond sanner and upon such terms as the 
directors shall determine, and may re-issue any stock so 
acquired," 


ohe 
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Fourth: This restatement of the Certificate of 
Incorporation was duly authorized by resolution of tho Loard 


of Directors of General Host Corporstion. 


IN WITITZSS WIENEOF, we have signed this 


this PA ‘ day of Novembe~, 1968. 
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i WILLIAM F, DOWNEY, being duly sworn, deposes and 


| 
i says that he is Secretary of GENZRAL HOST CORPORATION, the 


' 
} 


corporation mentioned end described in the foregoing instrunent; 
| that he has read and signed the same and thet the statements 


contained therein are truce, 


Sworn to before me this 


; 

6 1) la f Toyvornhar 1968 
/ , aay Oo. hovenber, JO ee PE SE eT hla a 
( Willian F. Downey 7 

;’ a A se vA 
hi , 4 C /,% j 

; eee ee eee APR ne Bk 4 ) 

Notary Public 


GtoreGct t. swtii¢;s 
NOTARY PUBLIC, Stote of Biv 
No. 31-34630740 
QOvualified in New York Count 
Konmission Lapucs Aare’ 30,.17¢ 
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ASSIGNMENT 
(To be executed by the registered holder to effect a transfer of the within Warrent) 


FOR VALUE RECEIVED : , : . hereby 


sell, assign, and transfer unto 


(Name) 

(Address) 
the right to purchase shares of Common Stock evidenced by the within Warrant, and do hereby irrevoc 
ably constitute and appoint , attorney to transfer the said right on the 


books of the Corporation with full power of substitution 


Dated ,19 
Signature 


HOTICE: The signature to this assignment must correspond with the name as written upon the face of the within Warrant in 
every particular, without alteration or enlargement, or any change whatsoever and must be guaranteed by a bank or trust company having 
an office or correspondent in the City of New York, N. ¥. or Los Angeles, California, or by a firm having membership on the New York Stock 
Exchange or on the American Stock Excnange 


FORM OF EXERCISE 


(To be executed by the holder desiring to exercise the right to purchase Common Stock evidenced by the within Warrant) 


GENERAL HOST CORPORATION 


c/o Franklin National Bank, New York, N. Y. 
or 
Union Bank, Los Angeles, Catifornia 


Warrant Agent 


The undersigned hereby exercises the right to purchase shares of Common 


Stock evidenced by the within Warrant according to the terms and conditions thereof and herewith makes payment of the 


purchase price in full. Kindly issue all shares ir accordance with the instructions given below 


instructions for registration of stock: 


Name (Please print in block letters) 
Signaturca 


Street City State 


NOTICE: The signature to this exercise form must correspond with the name as written upon the face of the within Warrant in 
every particular, without alteration or enlargement, or any change whatsoever and must be guaranteed by a bank or trust company having 
an office of correspondent in the City of New York, N. Y. or Los Angeles, California, or by a firm having membership on the New York Stock 


Exchange or on the American Stock Exchange 
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GENERAL HOST CORPORATION 


Fourth Supplemental Agreement Dated as of August 19, 1968 to 
514% Promissory Notes Issued Pursuant to Loan Agreement 
Dated February 28, 1958 


FOURTH SUPPLEMENTAL AGREEMENT, dated as of August 19, 1968, between GENERAL 
Host Coxroxation (formerly General Baking Company), a New York corporation (hereinafter called 
“the Comnany”) and the undersigned Noteholder (hereinafter called “the Notcholder”). 


Wuereas, the Noteholder is the holder of the 544% Promissory Notes of the Company in the 
aggregate unpaid principal amount stated opposite the Noteholder’s name at the end of this Agrce- 
ment, issued by the Company pursuant to a certain Loan Agreement dated as of February 28, 1958 
between the Company and the Notcholder, said Notes being part of a total of $15,009,000 aggregate 
principal amount of the 544% Promissory Notes of the Company due in instalments on October 15 in 
each of the ycars 1952 to 1978, inclusive, which were issued by the Company pursuant to the severel 
Loan Agreements, each dated as of February 28, 1958, which were entcred into by the Company w 
The Equitable Life Assurance Socicty of the United States, The Mutual Life Insurance Company of 
New York, New England Mutual Life Insurance Company, Connecticut General Life Insurance Com- 
pany, Northwestern National Life Insurance Company, Teachers Insurance and Aunuity Association of 
America, Bankers Life Company and Indianapolis Life Insurance Company, respectively, which Notes 
have t heretofore amended by a Second Supplemental Agreement dated as of October 1, 1965 and 
a Third Supplemental Agrecment dated as of May 16, 1966 (the Notes as so amended, presently out- 
standing under the Loan Agreements, being hereinafter called the “Notes”) ; 


Waurneas, the Company and the Notcholders desire that the Notes be amended as heicinafter sct 
forth; and 


Wuenreas, the Company represents and warrasis that at the date hereof the Notes are outstand- 
ing in an aggregate unpaid principal amous) vf $10,200,000 ; 


Now, THererorz, Tuts Fourth SurrLeEMENTAL AGREEMENT WITNESSETH: 
Tuat, in consideration of the premises, the Company agrees with the Noteholder as follows: 


Sxcrion 1. Effective upon (i) one or more agreements substantially identical hereto having been 
executed and delivered before October 1, 196S by the Company with the holders of at least 65749 in 
aggregate principal amount of the Notes outstanding at the date hereof and (ii) the stockholders of the 
Company having approved the issuance of the common stock into which the 5% Convertible Subordinate 
Notes are convertible in accordance with the requirements of the New York Stock Exchange, the Notes 
are hercby amended as follows: 


A. 81.2 of the Notes is hereby amended by inserting in the first sentence thereof after 
“respectively”, the following: 

“as amended by Second, Third, and Fourth Supplemental Agreements, dated as of October 1, 

1965, May 16, 1966, and August 19, 1963, respectively.” 
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and by deleting therefrom the following: 


“as amended by Sccond Supplemental Agreements dated as of October 1, 1965, and Third 
Supplemental Agreements dated as «° May 16, 1966.” 


B. §3.11 of the Notes is hereby amended to read as follows: 


“§3.11. Limitation on Dividends, Interest, Other Payisents and Distributions on Stock and 
Debentures. 


A. Except as hereinafter in this Section expressly provided, the Company will not (i) 
declare any dividend on any class of its stock, (ii) directly or indirectly make any interest 
payment on account of any 6% Cumulative Income Subordinated Debentures or (iii) directly 
or indirectly make any payments on account of the purchase, redemption or other retirement 
of any shares of its stock or any 6% Cumulative Income Subordinated Debentures (including 
any sinking fund payments therefor) or any 5% Convertible Subordinate Notes, or any dis- 
tribution (other than a dividend on stock) in respect of any such shares or 6% Cumulative 
Income Subordinated Debentures or 5% Convertible Subordinate Notes, unless 


(1) any such dividend is declared to be payable not more than 90 days after the 
date of declaration; 


(2) after giving effect, as if made, to such proposed dividend or other payment or 
distribution, the sum of $2,509,000 plus (or minus in the case of a deficit) the Consoli 
dated Net Income of the Company and its Subsidiaries computed for the period com- 
mencing December 29, 1957 to and including the date of such declaration (in the case of 
dividends) or of such other payment or distribution (hereinafter called ‘the Computation 
Date’) shall be greater than the aggregate amount of (a) all such dividends declared and 
all such other payments and distributions made in respect of any class of stock, (b) all 
such payments made on account of the purchase, redemption or other retirement (including 
the sinking fund therefor) of 6% Cumulative Income Subordinated Debentures and (c) all 
such payments made on account of the purchase, redemption or other retirement of 5% 
Convertible Subordinate Notes during such period; and 


(3) at the Computation Date, and after giving effect, as if made, to such proposed 
dividend or other payment or distribution, Consolidated Net Working Capita! of the 
Company and its Subsidiaries shall be at least $10,000,000; provided, however, that this 
Subsection A (3) shall not apply to dividends or interest on or payments on account of 
the purchase, redemption or other retirement of 6% Cumulative Income Subordinated 
Debentures (including the sinking fund therefor) or 5% Convertible Subordinate Notes. 


Without regard to the foregoing restrictions of this Section, the Company may 


(4) retire any shares of any.tlass of its stock by exchange for, or out of the proceeds 
of the substantially concurrent sale of, other shares of its stock or 6% Cumulative Income 
Subcrdinated Debentures, or retire any 69% Cumulative Income Subordinated Debentures 
by exchange for, or out of the proceeds of the substantially concurrent sale of, shares of 
its stock, and n« such retirement shall be included in any computation provided for in the 
foregoing Subsection A (2) of this Section; 


(5) declare and pay any dividends payable solely in stock of the Company, and no 
such dividend shall be included in any computation provided for in the foregoing Subsec- 
tion A (2) of this Section; 


(6) before August 1, 1966, niake interest payments aggregating not more than 
$282,000 on account cf 6% Cumulative Income Subordinated Debentures; and 
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(7) retire any 5% Convertible Subordinate Notes by exchange (upon conversion of 
otherwise) for, or out of the proceeds of the substantially concurrent sale of, shares of its 
stock, and no such retirement shall be included in any computation provided for in the 
foregoing Subsection A (2) of this Section. 


For the purposes of this Section, the amount of any dividend declared or other payment 
or distribution made in property of the Company shall be deemed to be the net book value 
of such properly on the Computation Date. 


For the purposes of Subsection A(3) of this Section, Indebtedness incurred pursuant to 
the Revolving Credit Agreement shall not be included in determining Consolidated Net Working 
Cepital. 

B. The Company will not fix a date for the redemption of any 59% Convertible Subor 


dinate Notes more than 60 days subsequent to the first date of publication or mailing or 
otherwise giving of such notice. 


C. The Company will not give notice of redemption of any 590 Convertible Subordi 
nate Notes so long as any 5% Convertible Subordinate Notes have the benefit of any privilege 
e Company (except in conucction with redemp 
tions which shall have been underwritten) if, on the date notice of such redemption is first 
given, cither 


(1) the market price of the common stock of the Coinpany (determined as hereinafter 


' 


of conversion into shares of conunon stock of t 


provided) is less than 125% of the tlien effective conversion price of the 5% Convertible 
Subordinate Notes, and the aggregate principal amount of 5% Convertible Subordinat 
Notes to be redeemed plus the aggregate principal amount of 5% Ce rtible Subo 

nate Notes therctofore called for redemption and not redeemed or converted into shares 


of common stock of the Company is more than $300,000, unle such redemption should 


be permitted within the limitations of Subsection A of this Section 3.11 and unless, after 
giving effect to the issuance of j 
Section 3.14; or 


such notice of redemption, the Company would be in 
compkance with 
(2) the markec price of the common stock of the Company is 125% or more, but le 
than 150%, of the then effective conversion price of the 5% Convertible Subordinate 
Notes, and the aggregate principal amount of 5% Convertible Subordinate Notes to be 
redeeined plus the aggregate principal amount of 5% Convertible Subordinate Notes 
theretofore called for redemption and not redeemed or converted inte shores of comme 
stock of the Company is more than $1,000,000, unless such redemption would be per 
mitted within the limitations of Subsection A of this Section 3.11 and unless, after giving 


effect to the issuance of such notice of redemption, the Company would be in compliance 
with Section 3.14. 


If (i) the market price of the common stock of the Company is 15095 or more of th 
then effective conversion price of the 5% Convertible Subordinate Notes on the date notice 
of such redemption is first given, or (ii) the redempiions shall have been underwritten as 
hereinafter defined, all payments on account of such redemption of 5% Convertible Subor 
dinate Notes may be made notwithstanding the restrictions contained in Subsection A(2) of 


this Section 3.11 but all such payments shall be taken into account in makiag any future 
calculation under Subsection A(2) of this Section 3.11. 


For the purposes of this Subsection, the market price of the common stock of the 


Com 
pany on any date shall mean the average of the highest and lowest sales prices per share of 
such conumon stock on the New York Stock Exchange on the fifth business day immediately 
preceding such date (or, if there shall have been no sales of such common stock on the New 
York Stock xchange on such fifth business day, the average of the closing bid and asked 


prices per share for such common stock on such Exchange on such day), 


A redemption of 5% Convertible Subordinate Notes shall be deemed to have been under 


written for the purposes of this Subsection only if, prior to the giving of the notice of such 


3 
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redemption, the Conipany shall have entered into a valid and enforceable agreement with one 
or more investment bankiny firms or institutional investors of recognized standing (which 
agreement shall be without conditions other than as to the truth and correctness of the repre 
sentations of the Company in said agreement, the valid authorization and execution of said 
agreement by the Company, and the performance by the Company of its obligations thereunder) 
providing that such firms or investors will on or before the date fixed for redemption purchase 
from the Company shares of its common stock for an agrregate price (net after the deduction 
of all fees, discounts and conmnissinas and after the deduction of all amounts payable by the 
Company to or on behalf of such firms or investors) not less than the aggregate redemption 
price on the date fixed for redemption (together with accrued interest to such date) of the 5% 
Convertible Subordinate Notes so called which have not by the date of purchase been con 
verted into common stock of the Company.” 


C. §4 of the Notes is hereby amended: 


(a) By inserting immediately following the definition of “69% Cumulative Income Subor- 
dinated Debentures” a definition of “5% Convertible Subordinate Notes”: 


“*$% Convertible Subordinate Notes’ shall mean the Company's 59 Convertible 
Subordinate Notes duc June 15, 1988, in the aggregate principal amount of not more than 
$50,000,099, to bear interest on the unpaid balance from the date thereof at the rate of 


5% per annum until duc and payable, payable semi-annually on the 15th day of December 
and the 15th day of June in cach year, commencing with December 15, 1968, and con 
vertible into shares of the Company’s common stock at the rate of $27 per share of 


such stock, such 5% Convertible Subordinate Notes to be issued pursuant to the terms of 
the Note Purchase Agreements between the Company and the several purchasers of the 
5% Convertible Subordinate Notes dated as of August 2, 1968.” 


b) By amending the definition of “Funded Indebtedness” to read as follows 
y 


“Funded Indebtedness of any corporation shall include, at any date, all Indebte- 
ness of such corporation which would, in accordance with sound accounting practice, be 
classified as funded indebtedness, but in any event including all Indebtedness, whether 
secured or unsecured, of such corporation having a final maturity (or renewable or ex 
tendible at the option of such corporation for a period ending) more than one year aficr 
the date of the creation thereof, excluding any amount thereof included in Current 
Liabilities, and excluding all Indebtedness represented by 6% Cumulative Income Sub- 
ordinated Debentures and by 5% Convertible Subordinate Notes of the Company. Any 
Indebtedness which is extended or senewed (other than pursuant to an option of the bor- 
rower) shall be deemed to have been created at the date of such extension or renewal.” 


(c) By amending Clause A to the definition of “Current Liabilities” to read as follows 


“A, all Indebtedness, whether secured or unsecured, of such corporation payable on 
demand or maturing not more than one year after such date and all payments (whether 
installment, scrial maturity or sinking fund payments or otherwise) required to be made 
by such corporation not more than one year after such date in respect of the prin ipal 
of any of its Indehtedness which has a final maturity more than one year after such 
date, and all Indebtedness payable on demand or maturing not more than one year after 
such date which is renewable or extendible at the option of such corporation for a period 
ending more than one year after such date; provided however that during the period from 
the giving of notice of redemption of 59 Convertible Subocdinate Notes to and includin, 
the date fixed for such redemption 90% of the 5% Convertible Subordinate Notes so called 
for redemption shall be excluded from Current Liabilities if, on the date such notice of 
redemption is first given, the market price of the common stock of the Company is 125% 
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or more, but less than 150%, of the then effective conversion price of the 59% Con- 
vertivic Subordinate Notes and all of such 5% Convertible Sul linate Notes shall be 
excluded from Current Liabilitics if on the date notice of such redemption is first given 


the market price of the conunon stock of the Conmpany 1 150% or more of the then 


effective conversion price of the 5% Convertible Sub ordinate Notes”; 
(¢) By amending subparagraph (2) of the definition of “Net Tangible Assets” to read 


follows: 


“(2) all Indebtedness and other Liabilities of such corporation other than (a) Funded 
Indebtedness (excluding the Eddy lakeries Installment Obligations and the Company's 


b 


guarantce thereof), (b) reserves which have been deducted pursuant to the precedi 


: 
Clause (1), (c) general contingency reserves, (d) capital stock and surplus (¢) Indebt 
edness represented by the 6% Cumulative Income Subordi ted Debentures of the Ce 
pany and (f) Indebrecness represented by the 5% nvertible Subordinate Notes of 1! 
Company.” 

D. §5.1 of the tes is herchy amended by changing the 7 "Ty" 
through “L”, inclusive, to “E” through ° M”, inclusive, and inserting a new “ 
shall read as follows 

“T. if the Note Purchase Agreement dated August 2, 1968, pur t to which tl 

Convertibi ubordinate Note re or have been ji 1 shail be ted « ! 

so as to change ‘ t thereof or of 1 ‘ te Note ith 1 { 

to the payment of prine 1 of, premium if any, or interest on such Notes, the subordination 

of such Subordinate Notes to the Notes or other Senior Indebtedne as provided in 1 

Note Purchase Agreement, or the ev nts constituting an event of default as defined in said 

Note Purchase Agreement, or if such Note Purchase Agreement or Subordinate Note hail 

be supp! ed or amended in any other respect which may be adverse t the interest of tl 

holders of the N le | ippl it or amendment shall be a ted to in writi | 

the holders of not less than 6 ® in aggregate principal amount of the Notes then t 

standing ;” 

Section 2. Promptly after the amendments of the Notes have become effective as herein) 
provided, the Conipar hall give written notice thereof to each holder of any of the Notes and i 
request such holder to place on the Not held by it the notation hereinafter set for Thereafter , 
Notes delivered by the Company in exchange or substitutioa for any tanding Notes pursuant to 
the provisions thereof shall be in the form of the Notes as amended as rth above 


'Jpon receipt by the Notcholder of said written notice from the Company, each of the Notes then 
I j 


outstanding held by the Noteholder shall be inscribed by the Notcholder with a typwritten notat! 


substantially as follow 


“By Fourth Supplemental Agree nts dated as of August 19, 1968, between General Host Corpor 
tion and the holders of at least 66749 in aggregate princi l amount of the then outstan‘i 
Notes, this Note and any Notes which may b delivered in exchange or substitution therefor put 


suant to the provisions thereof have been amended.” 
Section 3. This Agreement shall be governed by the laws of the State of New York. 


Section 4, Except as amended as above act forth, the Notes are in all respects ratified and con 


firmed, and the terms, provisions and conditions thereof shall be and remain in full force and effect 
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In Witness Wirncov, the pati heecio have caused this Agrecaznt to be duly executed 
Geuenac Nosr Cowouavior 


ee ~ 


Presidcut 


Controller 


eg erent ee oe remeron nae 


(Notcholder) 
eee 


Aggregate unpaid principal anount of the Notes 
held by the Noteh r on the date of this 


Fourth Supplemcatal Arreemert 


a 
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EXHIBIT 4.9-1 
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® AMEND ENT 


This Amend to the Loan Agreement dated July 13, 
1967 (the 'Y oan Agrecw nt") by and between GENERAL HOST CORPORA- 


TION, a New York corporation, and UNION BANK, a4 California 
corporation is cntered into this Yo be. day of August, 1968. 
l. Section X of the Loan Agreement shall be amended 
to read in full as foll 
“Any event of default that may occur in the General 
taking Company (now General Host Cor poration) Loan 
Agreement dated as of February 28, 1958, as amended 
by second supplewental agreement dated as of October l, 
1965, third supplemental agreement dated as of May 16, 
1966, and fourth supplemental agreement dated as of 
August iq , 1968, shall constitute a violation or an 
event of defausc, as the case may be, in the terms of 
this loan agreement. Borrower covenants that it will 
promptly notify Bank of any default or violation of 
said loan agreement or waiver of any conditicn therein 
of which borrower may or should have knowledge." 
2. All of the other terms and conditions of the Loan 


Agreement shall remain in full force and effect. 


Executed at Los Angele s, California, on the day and 
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P : al fe 
year first above written. 


UNION BANK GENERAL HOST CORPORATION 
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EXHIBIT 5.3 


aren yaroage  OXEEM 3. 


Exhibit B 
Warrant 


to Purchase 175,000 Shares 


yo VOID AFTER AUGUST 5, 1978 


WARRANT TO PURCHASE COMMON STOCK OF 
GENERAL HOST CORPORATION 


THIS CERTIFIES THAT for value received Gulf & Western 
Industries, Inc. or its registered assigns is entitled, subjecc 
to the terms and conditions hereinafter set forth, to purchase 
from General Host Corporation, a corporation incorporated under 
the laws of the State of New York (herein called the "Company"), 
One Hundred Seventy-Five Thousand (175,000) fully paid and non- 
assessable sheres of Common Stock, $1 par value per share, of the 
Company (herein called the "Common Stock"), upon presentation and 
surrender of this Warrant with the Subscription From duly exccuted, 
at any time on or before August 5, 1978, at the principal office 
of the Company or at such other office as shall have theretofore 
been designated by the Company by notice pursuant hereto and upon 
peyment therefor of the purchase price (hereafter referred to as 
the "P.rchase Price") in lawful money of the United States of 
a Rmerica, of $30 per share. 
In certain contingencies provided for below, the number 
' of shares of Common Stock subject to purchase hereunder and/or the 
Purchase Price ther¢of are subject to adjustment, burt the shares 
‘4 of Common Stock of the Company subject to ;urchase hereunder are 
the shares of such stock of the Company as they may exist on the 


e date of the exercise of this Warrant, whether or not the rights or 


interests represented by such shares are equivalent to the rights 
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or interests represented by the shares of Common Stock of the 


Company authorized at the date hereof. 


conditions: 


This Warrant is subject to the following terms and 


Le 


The purchase rights represented by this Warrant 

are exercisable at the option of the holder 

hereof, in whole at any time, or in part from 

time to time (but not as to a fractional share 

of Common Stock). In the case of the purchase 

of less than all the shares purchasable under 

this Warrant, the Company shall cancel this 

Warrant upon the surrender hereof and shall 

execute and deliver a new Warrant of like tenor 

for the balance of the shares purchasable hereunder. 
The term "Expiration Date" shall mean the close of 
business on August 5, 1978, or if said Date shall 

in the State of New York be a holiday or a day on 
which banks are authorized to close, then the next 
following date which in the State of New York is 

not a holiday or a day on which banks are authorized 
to close. . 

Subject to the exceptions referred to below, in case 
the Company shall at any time or from time to time 
after August: 6, 1968 issue any additional shares of 
Cound Sindh for-a consideration per share less than 


i 
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the Purchase Price in effect immediately prior 
to the issuance of such additional shares, or 
without consideration, then, and thereafter 
successively upon each such issuance, the Purchase 
Price in effect immediately prior to the issuance 
of such additional shares shall forthwith be re- 
duced to a price (calculated to the nearest full 
cent) determined by dividing 
(a) An amount equal to (i) the total number 
of shares cd Common Stock outstanding immediately 
prior to such issuance, wultiplied by the Purchase 
Price in effect immediately prior to such issuance, 
plus (ii) the consideration, if any, received by 
the Company upon such issuance, by 
(b) The total number of shares of Common Stock 
outstanding immediately after the issuance of such 
additional shares. 
After each adjustment of the Purchase Price pursuant 
to this paragraph 3 the total number of shares of 
Common Stock purchasable upon the exercise of each 
Warrant shall be proportionately adjusted to such 
number of 5 as the total Purchase Price of the 
number of +: s expressed in such Warrant to be 
purchasable at the original Purchase Price will pay 


for at the adjusted Purchase Price. 


~3- 
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The Company shall not be required to make any 
adjustment of the Purchase Price if the amount 

of such adjustment shall be less than 10 cents, 

but in such case any adjustment that would other- 
wise be required then to be made shall be carried 
forward and shall be made at the time and together 
with the next subsequent adjustment, which, together 
with any adjustment so carried forward, shall amount 
to not less than 10 cents. 

For the purposes of any adjustment as provided in 
this paragraph 3, the following provisions shall also 
be applicable: 

(1) In case of the issuance of additional 
shares of Common Stock for cash, the consideration 
received by the Company therefor shall be deemed 
to be the net cash proceeds received by the Company 
for such shares after deducting any commissions or 
other expenses paid or incurred by the Company for 
any underwriting of, or otherwise in connection 
with, the issuance of such shares. 

(2) -In case of the issuance (utherwise than 
upon conversion of exchange of obligations or shares 
of stock of the Company) of additional shares of 
Common Stock for a consideration other than cash 


or a consideration a part of which shall be other 


om, 
“ at i 


4 
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than cash.or a consideration a part of which 
shall be other than cash, the amount of the 
consideration o. er than cash so received by 
the Company shall be deemed to be the value 
of such consideration as Cetermined by the 
Board of Directors of the Company. 

(3) In case of the issuance by the Company 
of (A) any security that is convertible into 
shares of Common Stock of the Company, or (B! any 
rights or options to purchase shares of Common 
Stock of the Company (other than the Warrant and 
except as below stated), the Company shall be 
deemed to have issued the maximum number of shares 
of Common Stock into which such convertible secur-~ 
itv may be converted, or the maximum number of 
shares of Common Stock deliverable upon the exercise 
of such rights or options, tor the consideration 
received by the Company for such convertible 
securities or for such rights or options, as the 
case may be, after deducting any commissions or 
other expenses paid or incurred by the Company for 
any underwriting of, or otherwis in connection 
with, the issuance of such convertible security or 


rights or options, plus (i) an, consideration or 


adjustment payment to be received by the Company in 
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connection with such conversion, or (ii) the 
minimum aggregate price at which shares of 

fommon Stock of the Company are to be delivered 
upon the exercise of such rights or options or, 

if no minimum price is specified and such shares 
are to be delivered at an option p»° -2 related 

to the market value of the subject shares, an 
aggregate option price hearing the same relation 
to the market value of the subjc t shares at the 
time such rights or options ‘tre ycanted; provided 
thac as to such options such further adjustment as 
shall be necessary on the basis of the actual 
option price at the time of exercise shall be made 

at such time if the actual option price is more or 
less than the aforesaid assumed option price. No 
further adjuctment of the Purchase Price shall b« 

made as a result of the actual issuance of shares of 
Com.on Stock of the Company referred to in this clause 
(3). “~ the expiration of such rights or options, or 
the termination of such right to convert, the Purchase 
Price hereunder shall be readjusted to such Purchase 
Price as would have obtained had the adtustments 

made pon the issuance of such ri 6, options or 
convertible securities been made upon the basis of 


she dclivery ‘of only the number of shares of Common 
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Stock actually dclivered upon the exercise of 
such rights or options or apon the conversion 
of any such securities. 

(4) The consideration for any additional 
shares of Common Stock issued as a stock dividend 
shall be deemed to be nothing. 

(5) The number of shares of stock of any 
class at the time outstanding shall include all 
shares of stock of that class then owned or held 
by or for the account of the Company (provided 
that the disposition of any shares purchased by 
the Compary after the date hereof and so owned 
or held shall not be considered an issue of 
Common Stock pursuant to this paragraph 3) and 
shall include the aggregate number of shares 
deliverable in respect of the convertible 
securities, rights and options referred to in 
clause (3) of this paragraph 3; provided that 
to the extent that such options, warrants or 
conversion privileges are not exercised, such 
shares shall be deemed to be outstanding only 
until the expiration dates of the rights, options 
or conversion privileges or the prior cancellation 
thereof. 

If at any time or from time to time the Company shall 


by subdivision, consolidation or reclassification of 
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shares, or otherwise change as a whole the 
outstanding shares of its Common Stock into a 
different number or class of shares, the number 
and class of shares as so changed shall replace 
the shares outstanding immediately prior to such 
change, and the Purchase Price and the number of 
shares rurchasable under each Warrant shall be 
proportionately and correspondingly adjusted. 
Irrespective of any adjustments or change in the 
Purchase Price or the number of shares of Conmon 
Stock actually purchasable under the several 
Warrants, the Warrants theretofore and thereafter 
issued may continue to express the Purchase Price 
per share and the number of shares purchasable 
thereunder as the rchase Price per share and the 
number of shares purchasable were expressed upon 
the Warrants when initially issued. 

No adjustment of the Purchase Price shall be made 
as a result of or in connection with the issuance 
of shares of Common Stock pursuant to (a) "qualified" 
stock options granted or which may be granted under 
the Company's employee's stock option plan, (b) a 
contract dated as of December 31, 1967 between the 
Company and Union Pacific Railroad Company, and 


(c) the exercise of the Warrants. 


-8- 


JA1054 


5. Whenever the Purchase Price is adjusted as provided 
in paragraph 3 above, the Company will promptly 
obtain a certificate of a fimn of independent public 
accountants of recognized standing selected by the 
Board of Directors (who may be the regular auditors 
of the Company) setting forth the Purchase Price as 
so adjusted and a brief statement of the facts 
accounting for such adjustment, and will mail a brief 
summary thereof to the registered holders of the 
Warrants at their last addresses as they appear on 
the registry books of the Company. 

6. If, prior to the Expiration Date, the Company shall 
at any time consolidate with or merge into another 
corporation, the holder hereof will thereafter receive, 
upon the exercise hereof, the securities or property 
to which a holder of the number of shares of Common 
Stock then deliverable upem the exercise hereof would 
have been entitled upon such consolidation or merger, 
and the Company shall take such steps in connection 
with such consolidation or merger as may be necessary 
to assure that the provisions hereof shall thereafter 
be applicable, as nearly as reasonably may be, in 
relation to any securities or property thereafter 


deliverable upon the exercise of this Warrant. A 
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Sale of «ll or substantially all the assets of 
the Company for a consideration (apart from the 
assumption of obligations) consisting primarily 
of securities shall be deemed a consolidation or 
merger for the foregoing purposes. 

7. The Company shall not be required to issue 
certificates representing fractions of shares of 
Common Stock, but may at its option in respect of 
any final fraction of a share make a payment in 
cash based on the Purchase Price in effect at that 
tip ¢ or issue “crip certificates in form approved 
by the Board of Directors, each representing a right 
to receive one share of Common Stock when presented 
with other like certificates representing in the 
aggregate the right to receive at least one share. 
Such scrip certificates may become void and of no 
effect after a reasonable pericd determined by the 
Board of Directors and specified therein. 

8. The Company will reserve and keep available a suf- 
ficient number of shares of Common Stock to satisfy 
the requirements of all outstanding Warrants. The 
Company will take all such action as may be necessary 
to insure that all shares of capital stock issued 
upon exercise of the Warrants will be duly and validly 
authorized and issued and fully paid and non-assessable. 


9. This Warrant is exchangeable, upon the surrender hereof 


-10- 
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by the registered holder at the principal office 
of the Company, for new Warrants of like tenor 
and date represent } aggregate the right 


to purcha 


under, cach of uch new Warrants to represent the 
right to purchase such number of shares as shall be 
designated by said registered holder at the time of 
such surres Yhis Warrant and all rights here 
under are trans! eble in whole or in part upon the 
bor of the Company by the registe.cd holder hereo 
in person or by duly authorized attorney, upon 
surrender of this Warrant duly endorsed, at the 
principal office of the Co ny 

Upon receipt by the Company of « lence reasonably 
satisfact y to it of th lo , theft, destruction 
or mutilat n of th Warrant, nad, dn ¢ ce of lo P 
theft or destruction, of ind ity or ecurity 
reasunably satis! tory to it, and reimbursement to 
the Company of all reasonable expenses incidental 
thereto, and upon surrender and cancellation of this 
Warrant, if mutilated, the Company will make and 
deliver a new Warrant of like tenor, in lieu of this 
Warrant. 

Prior to the exercise of this Warrant, the holder of 
this Warrant shall not be entitled to any rights of 


a s*ockholder 


the numb 2 


of shares purchasable here- 


of the Company, including without 


ajji@ 


12. 


14. 


15. 
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dividends 
pre myot ive 


or o r dint bhilion or to exercise any 


rights, hell not ln entitled to receive any 


notice of any | coullingss Of the Company cxcept af 
provided herein 

The Company moy deem and treat the registered holder 
hereof an tle boodute: owner Of to Warrant (not 


withstanding any notations of ownership, or writing 


4 


hercon may by anyon Otlwer than the Company) 


purposes and tlwll not Ins affected by any noti i 
the contrary. 

All notices, requents, consents ard other communica 
tions hereunde: hall be in writing and shall he 


deemed 1 buievVes Dace tad when delivered or 1 Lie 


first-class portage prep d or delivered to a telears 
offic for tral i ion: 
(i) if to the registered holder of a Warrant 


at the address of such holder as shown on the 


books of the 


Company yz OF 
(ii) if to the Company at 2° Park AV 


New York, New York 10017 or at such other addr« 
as may have been furnished to the holders of 
Warrants in writing by the Company. 


This Warrant shall be binding upon any successors or 
assigns of the’ ‘Company. 


Fhis Warrant shall be construed in accordance with 


-~]2- 


JA1058 


and governed by th« laws of the State of New York. 


f 


16. This Warrant shall not be transferable if trans! 


cr 


would be in violaticu of the Securitics Act of 1933. 


IN WITNESS WHEREOF, the Company has caused this Warrant 


to be duly executed and delivered by one of its officers thereunto 


duly authorized. 


Dated: August , 1968 


GENERAL HOST CORPORAT LON 
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ASSIGNMENT 


Transfer 


To be Execute’ by The Registered Nolder if He Desires to 
the Warrant 
FOP VALUE RECEIVED hereby 
sells, assigns and transfers unto 
the right to purché¢ si shares of 
stock, evidenced by the within Warrant, and does hereby 
irrevocably constitute and appoint 
Attorney to transfer the said Warrant on the books of the 
Company, with full power of substitution. 
Gegentare: = 2 ms 
Address . a 
Duted: , 19 ° 
NOTICE 
must 


The signature to the foregoin; Assignment 


the face of the within 


correspond to the name as written upon 
rent 


Warrant io every particular, without alteration or enlarg: 


or any change whatsoever. 
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SUBSCRIPTION FORM 


To be Executed by the Registered Holder if He Desires to Exercise 
the Warrant 
GENERAL HOST CORPORATION 

The undersigned hereby exercises the right o pur- 
chase shares of stock covered by this Warrant according 
to the conditons thereof and herewith makes payment of the Purchase 
Price of such shares in full. 

Signature 


Address 


Dated: Poe ° 
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“s, 


GENERAL HOST CORPORATION 


DEFERRED COMPENSATION PLAN 
____ FOR DIRECTORS 


Section l. Participation. Each director of 

' General Host Corporation (the "Company") who is not also 
an iti oer or employce of the Company and who is entitled 
to receive compensation for attendance at meetings of the 


Board of Directors of the Company (a "Participant") ma 
E Y E y 


elect to defer such compensation pursuant to this plan. 


Section 2. Deferred Compensation of Participants. 
On or before December 1 of any calendar year or at any time 
prior to the effective date of this plan, each Participant 
May specify to the Secretary of the Company, in writing, a 
percentage of his compensation for services to be rendered 
during the following calendar year or years, or where elec- 
tion is prior to the effective date of this plan for serv- 
ices to be rendered after such effective date, to be deferred 
to a date specified by the Participant pursuant to Section 3 
of this plan (the “Deferred Payment Date"). On or before 
December 1 of any calendar year any Participant may elect to 
reduce or terminate participation in this plan with respect 
-O compensation for services to be rendered during the fol- 


lowing calendar year or ycars. 
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Section 3. Deferred Payment Date. The Deferred 
Payment Date with respect to any Participant shall be the 
fifteenth day in January of such year as he shall specify 
in writing to the Secretary of the Company. A Participant 
may extend his Deferred Payment Date to the January fif- 
teenth of a later year at any time, provided that written 
notice of such extension shall be given to the Secretary of 
the Company at least 30 days preceding such earlier specified 


Deferred Payment Date. 


Section 4. Deferred Accounts. The Company shall 
maintain on its books, with respect to each Participant, a 
Deferred Compensation Account. At the end of each fiscal 
quarter of the Company, the Company shall allocate to each 

/ 

Deferred Compensation Account the elected percentage of the 
compensation of the Participant for the preceding quarter. 
The number of whole shares of Common Stock of the Company, 
determined by dividing the amount in any Participant's De- 
ferred Compensation Account on the last day of each such 
quarter, after allocation of such percentage, by the clos- 
ing price per share of the Company's Common Stock on the 
New York Stock Exchange on the last trading day preceding 
such day, shall be credited to a Deferred Stock Account 
established by the Company on its books with respect to 


each Participant, and the’ aggregate increase in valuc of 
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the Deferred Stock Account on such day shall be charged to 


the Deferred Compensation Account. 


Section 5. Additional Credits. The Deferred Com- 
pensation Account or the Deferred Stock Account maintained 
with respect to each Participant before his P.ifecred Payment 
Date shall be increased or changed to reflect the value of 
any dividends paid on Conon Stock of the Company, whether 
in cash, stock of the Company or otherwise and any stock 
split or consolidation and reorganization of the Company, 

as though the Participant had been the owner of the shares 
of Common Stock of the Company in the Deferred Stock Ac- 
count maintained with respect to him on the record date 

for the payment of any such dividend, stock split or con- 


soOlidation and reorganization. 


Section 6. Distribution After Deferred Termina- 
tion Date. At least six months before a Participant's De- 
ferred Payment Date, such Participant shall, by written 
' tice to the Secretary of the Company, elect (a) a lump 
payment upon his Deferred Payment Date or (b) periodic pay- 
ments, as described below: 

(a) If a Participant shall have elected to re- 


ceive a lump payment, the Company shall on his De- 


ferred Payment Date deliver to him the number of 


JA1064 


shares of Common Stock of the Company credited on 
that date to the Deferred Stock Account maintained 
with respect to him, together with a check payable 
to the Participant or order in the amount allocated 
upon that date to the Deferred Compensation Account 
maintained w th respect to him. 

(b) If a Participant shall have elected to ce- 
ceive periodic payments, the Company shall, upon his 
Deferred Payment Date and annually thereafter for 
such additional number of years not exceeding nine 
(9 as the Participant shall have specified, deliver 
to the Purticipant the number of shares of Common 
Stock of the Company credited to the Deferred Stock 
Account maintained with respect to him on his Deferred 

2rmination Date divided by the number of periodic 
payments which the Participant shal] have specified. 
The Company shall also deliver to the Participant 
on his Deferred Termination Date its check payable 
to the Participant or order in the amount allocated 
upon that date to the Participant's Deferreu *“~npen- 
sation Account. If a Participant shal. have elecced 
to receive periodic payments, the Deferred Stock Ac- 
count maintained with respect to him shall be in- 


creased or changed subsequent to his Deferred Payment 
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Date to reflect any stock dividend, stock spl‘t 
or consolidation and any reorganization by the 
Company effected subsequent to his Deferred Pay- 
ment Dat*, and the Company s..all deliver to the 
Participanc upon each periodic payment date its 
check payable to the Participant or order in the 
amount of the va.ue of any dividends declared in 
cash or property other than sto.* of the Company 

° during the period since 
date upon the number of shires then credited to 
the Deferred Stock Accovn. maintained with respect 
to a Participant. 

(c) Notwithstending anything to the contrary 
stated in (a) or (b) of this Section 6, each stock 
or cash distribution made by the Company pursuant 
to this plan siiall be net of any ‘'ithholding or 
other payment required by any government with re- 


spect to such distribution. 


Section 7. Investment. Any Participaiut who is 


at the time at which he is entitled to receive any stock 
of the Company pursuant to this plan a director, an offi- 
cer or a controlling person of the Company may be required 
by the Company, as a condition precedent to any right to 


receive any share of Comnon Stock of the Company, to exe- 
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cute and «elive: to the Company a letter satisfactory in 


form and cubste vce to counsel for the Company stating that 


he is. acquirinG such stock for investment only and not wit 


any intention of selling such stock, 


Scction 8. Competition. Any Participant who shall 


enguge in c mrt ition with the Company, accept employment with 
or acquire or .o)d any substantial interest in any business 
which is c a ftitive with the business then carried on by the 
Company, ©) %t as an officer or director of any corporation 


he business then carried on by 


engaged in coinpetition with t 
the Company, without the written prior consent of the Company's 
Board of Directors, including a majority of those directors 
who are not eligible to be Participants or who have not 

elected to defer payments pursuant to this plan, shall for- 
feit all right to receive any distribution of stock or pay- 
ment pursuant to Section 6 hereof which would otherwi:? be 
distributable on or after the initial date of such action by 
the Participant. Ownership by a Pa. icipant of stock or 
other securities lis 2d on a national securities exchange 

of a competitor of the Company which does not represent more 
than 1/2% of any class of securities of such competitor 
shall not be deemed of itself to be the holding of a sub- 
stantial interest in such competitor for purposes of this 


Section 8. 
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Section 9. Rights Unsecured. The right of any 
Participant to reccive any distribution pursuant to this 
plan shall be an unsecured claim against the general as- 
sets of the Company. The Company may, but shall not be 
obligated to, acquire shares of its outstanding Common 
Stock from time to time in anticipation of making dis- 
tributions pursuant to this plan, but no Participant 
shall have any right in or against any share of stock 


&0 acquired by the Company. 


Section 10. Termination. The Board of Directors 
of the Company may terminate this plan at any time. Upon 
such termination, no further additions shall be made to the 
Deferred Compensation Account of any Participant except with 
respect to dividends paid upon Common Stock of the Company 
and no further changes shall be made to the Deferred Stoc!} 
Account of any Participant except with respect to stock 
dividends, stock splits or consolidations and reorganiza 


tions. 


Section 11. Amendment. The Board of Directors of 
the Company, including a majority of the directors who are 
not eligible to be Participants or -who have not elected to 


defer payments pursuant to this plan, may without the consent 


of the Participants amend:‘the plan at any time and from time 
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to time; provided, however, that no amendment which would 
substantially increase the cost of this plan to the Co 
shall become effective without the approval of the holders 
of a majority of the shares of the Company's Common Stock 
and that no amendment shall reduce the rights of Partici- 


pants to receive payment for services rendered by them prior 


to the date of such payment. 


Section 12. Effective Date. This plan shall be 
effective on and after April , 1968, provided, howe ver, 
that if rulings substantially as requested by thr Company 
are not received from the Internal Revenue Service prior 
to December 1, 1968, this plan shall he terminated on such 
date and amounts allocated to Deferred Co..pensation Accoun! 
and Deferred Stock Accounts shall be immediately distribute: 


to the Participants. 


mpany 


1, GEORGE 1. SH 


Host Corporation, a Now 
that the followil tr 
duly adopted by the Board 
duly called and hel 

being duly present and a¢ 
are stil) in full for nd 


RESOLVED, that 


Directors is herel 


under Section 12 


to the date of the 
And it was further 

RESOLVED, that 

are hereby aut! 


holders for their 


IN WITNESS WI! 
affixed the seal of G 


of December 1S6! 


‘ 


A 
1 ( a & 
( I} 
‘ 
( \ 
4, 
th yl 
t 
f 
orre 


y amended 
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nt Secretary of Genera] 


‘ 


DO HEREBY 


4 Quorum 
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proper officers of the ( 
it ubmit th to tl 
roval ¢ heir t nu 
OF, I have hereunt et! 
lost C I it { eights 
¢ 
( ¢ ‘ 


( 


ERTIFY 


i I 
lution 
tel n 
1 | 
lL, i130 
Ider 
‘ 
r 
oti 
' 
n 
J 
fs 
/ 


Georg }- Shelton 
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DEFENDANTS’ EXHIBIT NO. A-20 


ARTICLE WALL STREET JOURNAL, DATED DECEMBER 
24, 1968 


Armour Calls Off 
Plan to Acquire 
Williams brothers 


No Reason Given for Decision 
Announced by Both Firms; 


Discussions Could Resuine 
(afta 64 
General Host Seeks Armour 


Wats Sraurr Jownwat News I 


Armour & Co. said it has abandoned a pre 
viously announced plan for an excha fier 
to shareholders of Williams Brothers ¢ ‘ 
pipeline and pipeline-serv' ses conce bas d 
in Tulsa, Okla 

Neither William Wood Prince, chairman of 
Armour, nor John Ui. W ar president of 
Williama Brothers, would predict whether 
gotiations between the companies would be re 
sumed, but their joint statement left open the 
possibility 

Earlier this month, Armour said it would 
swap 1.3 sheres of its common for each of 
the epproximately 2.9 million William 
mon shares outstanding. Valye of the proposed 


exchange was estimated as high as $ mil 
won 


At the time the offer was made, it was ™ 


as an attempt by Arrmoour to elud a bid 
General Host Corp. for control of Arr 
rently, General Host owns one million shares of | 
Armour common, giving it a 165 intercat tf 
the Chicago-based maker of food, chemica 
and industrial products. If Armour's offer for 
Williams had succeeded, Armour would ha | 
issued 3.8 million con ) hare thus cutting 
General Host's interest in Armour Ww about) 
10% | 
Karlier this year, Williams terminated 
agreements in principle to merge with ACF In: | 
dustries, New York, and International Mineral 


& Chemical Corp., Skokie, Tl., also without ex 
planation 
Antitrust Action Feared 


Armour management, whick opposes t 
bid for control by Ger 1! Host, contends that 
acquisition of Armour by General Host, a ma 
jor fuod-nervice concern, would be in violation 
of an antitrust decree that prevented Armour 


from handling some 140 different food prod 
ucts 

Commenting on the Gencral Host proxy 
atatement issued last Friday, Mr. Prince noted) 
that it contains a statement that “the Depart 
ment of Justice had indicated to General Host 
that in its view the acquisition or control of Ar 
mour by General Host under present circum 
stances would violate this decree. Accordingly 
it may become necessary or desirable for Gen 
eral Hoat to modify, diapone of, or sgree to dis 
peee of, a substantial part of fis ansets and 


business.” 

In the opinion of Armour counsel, Mr 
rince anid, “General lost Corp. would have 
to dixpeme of aubvtantiolly all, if not all, of tts 
pre-ent businesses prior to any attempt te gain 
contre! of Armour, Under such cirenmetances 
the entire General Host proxy statement and 
the poopesed offer are meaningions lather. 
thanh 


Peedurt Prebibitiows u J 

The antitrust decree rete rred to ts the pack 
er s consent decree of 1930. Ii prev nis Armour 
from entering into businesses making or selling 
such products a* ccreala, baking products, ten 
eotice, and other foods, many of when are 
handied by General Host 
s} Host declined comment on the Ar 


Gen ' 
mour statements | at said it filed a registration 
statement ye ierday with the Sec ities and 


. ue the 
Fxchange Commission covering th Armour | 


exchange otter 


The New York-based ny nino nald it's) 
talking with the Justice Department about pos) 
gible violations of the packer’s consent deerer 

Genera! Host shareho jere will te Jat 
on the compe s prom eed cxact £ otter tor 
all of Armow out nding common stock 
The proposed otter for en Armour ar 
$00 in General Host debentur ar 

hase General Host common at 


warrants to pur 
$45 « share 

Yesterday, General Host comme 
on the New York Stock Pachang i 
$39, down $1.75 from b. iday’s close, on volume 
of 12,100 shares 


Armour Unit Boosts Prices 
Rua Watt Sreeer dJownna f Repo 
BURNHAM, Pa.—The Standard Steel 4 

sion of Baldwin-Lima-Hamilton Corp 

boosted price #% torged wheels and 


approxirr ately 4 effective last Saturda 


Baldwin-tima-Hami'ton is a subsidiar 
Armour & Co. Ite Standard Steel divisors 
the hig? prices refiect eased costs of 
bor and materials 

The move follows similar action anne 
last week by US. Steel Cory which be 
prices of railroad steel product nel 


forged wheels and axies, by about ¢ 


— -- 


